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U.S.  Senate, 
Permanent  Subcommittee  on  Investigations, 

Committee  on  Governmental  Affairs, 

Washington,  DC. 

The  Subcommittee  met,  pursuant  to  notice,  at  9:05  a.m.,  in  room 
SD-342,  Dirksen  Senate  Office  Building,  Hon.  Sam  Nunn,  Chair- 
man of  the  Subcommittee,  presiding. 

Present:  Senators  Nunn,  Roth,  Cohen,  and  Cochran. 

Staff  Present:  Eleanore  J.  Hill,  Chief  Counsel;  John  F.  Sopko, 
Deputy  Chief  Counsel;  Mary  D.  Robertson,  Chief  Clerk;  Alan 
Edelman,  Counsel;  Eleni  P.  Kalisch,  Counsel;  David  B.  Bucklev, 
Chief  Investigator;  Harold  B.  Lippman,  Investigator;  R.  Mark  Web- 
ster, Investigator;  Scott  E.  Newton,  Investigator;  Cynthia  Com- 
stock.  Executive  Assistant  to  Chief  Counsel;  Declan  Cashman,  Staff 
Assistant;  Daniel  F.  Rinzel,  Minority  Chief  Counsel;  Stephen  H. 
Levin,  Minority  Counsel;  W.  Leighton  Lord  III,  Minority  Counsel; 
Carla  J.  Martin,  Minority  Assistant  Chief  Clerk;  Mike  Maloney, 
Senior  Auditor,  GAO  Detail;  John  Forbes,  Investigator  (Customs); 
Gene  Richardson,  Investigator  (AID);  Betty  Ann  Soiefer  (Senator 
Glenn);  John  Nakahata  (Senator  Leiberman);  Kelly  Metcalf  (Sen- 
ator Cohen);  Paulina  Collins  (Senator  Cohen);  Doris  Dixon  (Senator 
Cochran);  and  Steven  Bums  (Senator  Sasser). 

OPENING  STATEMENT  OF  CHAIRMAN  NUNN 

Chairman  Nunn.  The  Committee  will  come  to  order.  Today,  the 
Permanent  Subcommittee  on  Investigations  begins  the  first  in  a  se- 
ries of  hearings  to  examine  allegations  of  fraud,  -abuse,  and  mis- 
management in  the  Federal  Pell  Grant  program. 

We  begin  this  investigation  with  the  recognition  that  the  Pell 
Grant  program  is  one  of  the  most  important  Federal  programs,  be- 
cause it  enables  millions  of  young  men  and  women  to  pursue  edu- 
cational opportunities  which  they  otherwise  would  be  forced  to  fore- 
go because  of  their  income  levels.  This  is  a  goal  which  is  not  only 
laudable,  but  is  very  important  to  our  country's  future.  It  is  a  goal 
which  I  wholeheartedly  support.  The  budgetary  reality,  however,  is 
that  funding  for  this  important  program  is  not  unlimited.  Indeed, 
due  to  budget  constraints,  the  Pell  Grant  program,  for  several 
years  now,  has  not  been  fully  funded. 

This  fact  makes  hearings  such  as  these  all  the  more  necessary. 
Every  penny  of  Pell  Grant  money  wasted  due  to  fraud,  abuse,  or 
just  mismanagement,  results  in  a  direct  reduction  of  the  funds 
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available  to  truly  needy  and  worthy  students.  Unfortunately,  to- 
day's hearings  will  reveal  that  there  is,  in  fact,  a  great  deal  of 
fraud  and  abuse  going  on  within  this  program,  and,  moreover,  that 
the  ability  of  the  Department  of  Education  to  detect  and  respond 
effectively  to  these  problems  in  the  Pell  Program  has  been  woefully 
inadequate. 

I  regret  to  say  that  I  am  not  surprised  by  these  revelations.  In 
1990,  this  Subcommittee  held  a  series  of  hearings  examining  the 
operation  of  the  Federal  Guaranteed  Student  Loan  program.  Those 
hearings  uncovered  widespread  abuse  and  fraud  on  the  part  of 
many  key  participants  in  the  student  loan  program.  In  addition, 
the  hearings  revealed  serious  deficiencies  in  the  role  played  by  the 
Department  of  Education  in  administering  and  overseeing  that  pro- 
gram. As  a  result  of  those  hearings,  this  Subcommittee  issued  a 
1991  report  entitled,  "Abuses  in  the  Federgd  Student  Aid  Pro- 
grams," which  was  highly  critical  of  almost  every  aspect  of  the  op- 
eration and  administration  of  the  student  loan  program.  The  report 
contained  over  25  separate  recommendations  for  reform  of  the  pro- 
gram, many  of  which  were  ultimately  incorporated  into  amend- 
ments to  the  Higher  Education  Act,  which  were  enacted  in  1992, 
and  some  of  the  regulations  are  just  being  issued. 

It  now  appears  that  many  of  the  same  systemic  weaknesses  that 
plagued  the  student  loan  program  also  are  undermining  the  Pell 
Grgmt  program.  Indeed,  I  do  not  believe  it  would  be  an  exaggera- 
tion to  say  that  the  Subcommittee's  report  language  on  the  student 
loan  program  could,  with  only  slight  modifications,  apply  equally  as 
well  to  the  Pell  Grant  program.  As  we  saw  with  the  student  loan 
program,  it  appears  that  some  of  the  biggest  abuses  within  the  Pell 
Grant  program  are  being  perpetrated  not  so  much  by  dishonest 
students,  but  by  dishonest  schools.  As  one  senior  Department  of 
Education  official  told  the  Subcommittee  Staff: 

We  are  being  beaten  at  every  turn.  The  crooks  open  a  new  school,  run 
thousands  of  students  through  their  program,  close  their  school,  and  retire 
as  millionaires  before  they  were  even  scheduled  for  a  program  review. 

In  future  hearings,  the  Subcommittee  will  examine  in  great 
depth  the  role  played  by  the  proprietary  trade  school  sector  within 
the  Pell  Grant  program  and  allegations  of  abuse  by  that  sector. 
Today,  however,  the  Subcommittee  turns  its  attention  to  allega- 
tions of  abuses  among  schools  of  a  far  different  nature.  The  focus 
of  today's  hearings  will  be  certain  not-for-profit  schools,  run  by  tax- 
exempt  religious  organizations  which  offer  so-csdled  "Judaic  Stud- 
ies" and  "Immigrant  Culture"  programs. 

These  programs,  for  the  most  part,  confer  non-vocational  certifi- 
cates rather  than  bachelor's  degrees,  and  their  curriculum  consists 
primarily  of  the  study  of  religious  texts  and  the  Hebrew  language. 
The  Immigrant  Culture  programs  also  heavily  concentrate  on 
teaching  basic  English  language  skills.  These  programs,  which 
have  focused  on  attracting  students  from  the  Orthodox  Jewish  and 
Russian  immigrant  populations,  have  received  hundreds  of  millions 
of  dollars  in  Pell  Grgint  funds  over  the  past  10  to  15  years. 

Just  last  week,  the  Department  of  Education  sent  letters  to  20 
such  schools,  questioning  their  eligibility  to  participate  in  the  Fed- 
eral student  aid  programs  because  of  their  inability  to  meet  certain 
statutory  criteria.  These  letters  were  the  first  step  toward  possible 


termination  of  these  schools  from  future  participation  in  the  Pell 
Grant,  and  other  student  financial  assistance  programs. 

While  I  am  pleased  to  see  that  the  Department  of  Education  is 
taking  action  to  protect  the  taxpayer  from  subsidizing  potentially 
ineligible  schools,  I  have  to  question  why  it  has  taken  so  long  for 
such  action  to  be  instituted.  Very  early  on  in  this  investigation,  the 
General  Accounting  Office — whom  we  will  hear  from  today — as  well 
as  the  Subcommittee  Staff  raised  questions  with  the  Department 
about  the  ability  or  inability  of  many  of  these  schools  to  meet  the 
statutory  criteria  necessary  for  program  participation.  If  such  ques- 
tions were  evident  to  the  Staff  after  only  a  few  weeks  of  investiga- 
tion, how  have  these  schools  managed  to  stay  in  this  program  for 
10  to  15  years  or  more  without  ever  having  to  answer  such  ques- 
tions from  the  Department? 

In  addition  to  this  most  basic  question,  the  Subcommittee's  in- 
vestigation, and  a  supporting  investigation  conducted  by  the  Office 
of  Special  Investigations  of  the  General  Accounting  Office,  have 
raised  a  number  of  disturbing  questions  about  other  activities  on 
the  part  of  these  schools.  Among  the  findings  which  will  be  re- 
ported today  by  the  Staff  and  by  the  General  Accounting  Office  are 
the  following: 

Many  of  these  schools  have  set  their  tuition  charges  at  artificially  high 
levels,  totally  unrelated  to  their  true  costs,  in  order  to  enable  their  students 
to  qualify  for  the  maximum  amount  of  Pell  aid  available. 

Many  of  these  schools  exist  only  because  of  their  participation  in  the  Pell 
Grant  program.  They  have  few,  if  any,  cash-paying  students,  and  in  some 
instances  over  90  percent  of  their  income  is  derived  from  Pell  Grant  funds. 

Many  of  the  Immigrant  Culture  programs  paid  the  students  a  'stipend' 
for  attending  classes.  Moreover,  the  Staff  found  that  many  students  at- 
tended only  in  order  to  get  paid  and  not  with  the  intent  of  achieving  any 
educational  or  vocational  goal. 

Many  schools  have  apparently  disbursed  Pell  Grants  to  ineligible  stu- 
dents. In  some  instances,  the  students  already  had  received  a  degree  in 
higher  education.  In  other  instances,  the  students  were  still  enrolled  in 
high  school. 

Some  schools  have  apparently  paid  brokers  to  provide  them  with  Pell 
Grant-eligible  students,  often  paying  $50-$75  a  head  for  each  student  en- 
rolled. In  some  cases,  it  appears  that  schools  may  have  purchased  bio- 
graphical information  to  be  used  in  filling  out  Pell  Grant  applications  with- 
out regard  to  whether  students  actually  enrolled  or  not.  Both  the  Staff  and 
the  GAO  have  uncovered  numerous  instances  of  schools  which  received  Pell 
Grant  disbursements  on  behalf  of  students  who  denied  ever  attending  those 
particular  schools. 

Some  schools  have  apparently  used  falsified  and  even  forged  documents 
to  obtain  Pell  Grant  funding  for  their  students. 

In  addition  to  these  findings  about  the  schools  participating  in 
the  Pell  Grant  program,  the  Staff  will  also  report  on  its  findings 
regarding  the  management  of  the  Pell  Grant  program  by  the  De- 
partment of  Education.  The  Staff's  findings  in  this  regard  are  dis- 
turbing, as  well.  Of  these,  perhaps  the  most  disturbing  is  the  find- 
ing that  the  Department  historically  has  not  been,  nor  is  it  now, 
adequately  staffed  or  trained  to  properly  conduct  the  gate-keeping 
and  oversight  functions,  which  are  essential  to  ensure  program  in- 
tegrity and  the  disbursement  in  an  efficient  and  meaningful  way 
of  billions  and  billions  of  dollars  of  U.S.  taxpayer  money. 

This  investigation  has  raised  a  number  of  very  serious  policy  im- 
plications for  the  future  operation  of  the  Pell  Grant  program,  impli- 


cations  which  this  Subcommittee,  and  this  Congress,  cannot  afford 
to  ignore.  For  instance: 

This  program  is  designed  to  help  undergraduate  students  in  obtaining  a 
bachelor's  degree  or  training  for  a  specific  vocation.  Eligible  schools  include 
colleges,  universities,  as  weU  as  trade  schools.  However,  many  of  the  Judaic 
Studies  programs  are  non-vocational.  They  clearly  admit  that  they  are  not 
designed  to  lead  to  job  opportunities  or  to  an  increased  eaming-potential. 
In  reality,  they  are  vehicles  by  which  orthodox  Jewish  men  and  women  can 
fulfill  the  dictates  of  their  religion  in  terms  of  the  study  of  their  sacred 
texts.  While  the  study  of  one's  religion  is  certainly  a  laudable  pursuit,  one 
must  question  whether  Federal  student  aid  programs  should  be  used  to 
fund  such  schools." 

Many  of  the  Immi^ant  Culture  programs  attract  students  by  paying 
them  a  "stipend"  ranging  from  $200-$500  per  semester.  The  money  for  this 
stipend  comes  from  the  Pell  Grant  funds  which  the  school  receives  once  the 
student  enrolls.  In  many  cases,  the  only  reason  the  students  attend  these 
programs  is  to  obtain  the  stipend,  which  often  pays  them  more  than  they 
receive  from  other  direct  governmental  assistance  programs  in  which  they 
participate.  I  have  great  sympathy  for  the  plight  of  new  immigrants  to  this 
country  and  their  problems  are  certainly  well  known  to  many  of  us  in  terms 
of  accommodating  to  a  new  lan^age,  a  new  culture,  and  a  new  society. 
However,  if  our  concern  is  to  assist  the  new  immigrant,  we  should  do  it  di- 
rectly, rather  than  through  a  program  which  allows  an  intermediate  insti- 
tution to  skim  anywhere  from  70-90  percent  off  the  top  while  providing  the 
immigrant  with  little,  if  any,  in  practical  skills. 

The  Department  recognizes  schools  for  participation  in  student  aid  pro- 
grams. It  does  not  go  beyond  the  institutional  level  to  determine  what  types 
of  programs  are  actually  being  offered  by  the  schools.  Because  of  this,  once 
a  school  has  been  authorized  to  participate  in  Federal  student  aid  pro- 
grams, any  programs  offered  by  the  school  are  likewise  eligible  for  partici- 
pation. This  leads  to  cases  such  as  that  which  the  Staff  will  discuss  in 
which  an  eligible  four-year,  degree-granting  institution  set  up  highly  ques- 
tionable off-campus  Immigrant  Culture  programs.  I  think  it  is  time  that  the 
Department  of  Education  takes  a  closer  look  at  exactly  what  it  is  funding. 

I  beUeve  that  it  is  also  time  that  we  make  clear  that  institutional 
participation  in  student  aid  programs  is  a  privilege  and  not  an  ab- 
solute right.  During  the  course  of  this  investigation,  the  Sub- 
committee received  little  or  not  cooperation  from  the  schools,  their 
administrations,  or  their  students.  Individuals  within  the  ultra-Or- 
thodox community  were  forbidden  by  religious  leaders  from  talking 
to  the  Subcommittee,  and  others  invoked  their  constitutional  privi- 
leges against  self-incrimination  as  a  reason  for  refusal  to  submit  to 
the  examination  by  the  Staff  and  by  the  GAO.  Investigations  by 
the  Genercd  Accounting  Office  and  the  Department  of  Education  it- 
self have  also  been  met  with  delay,  obstruction,  and  a  refusal  to  co- 
operate. At  the  same  time,  these  schools  continued  to  received  mil- 
lions of  Federal  dollars  each  year  as  a  result  of  their  participation 
in  student  aid  programs. 

The  Federal  Government,  at  least  from  my  perspective,  has  every 
right  to  inquire  into  the  programs  run  by  these  schools  to  ensure 
that  Federal  funds  are  being  used  appropriately.  Perhaps  it  is  time 
to  consider  whether  schools  which  refuse  to  cooperate  with  legiti- 
mate governmental  inquiries  about  the  use  of  Federal  taxpayer 
funds  should  be  debarred  from  participation  in  this,  or  any  other, 
Federal  program. 

We  have  a  new  administration  heading  the  Department  of  Edu- 
cation now.  I  have  great  confidence  in  Secretary  Dick  Riley,  Deputy 
Secretary  Madeline  Kunin,  and  Assistant  Secretary  David 
Longanecker.  I  believe  them  when  they  say  that  they  will  give  this 
area  high  priority,  and  I  hope  they  will  provide  the  Department 


with  the  strong  management  and  leadership  which  it  so  clearly  re- 
quires. 

I  recognize  and  appreciate  the  fact  that  they  have  candidly  ac- 
knowledged the  problems  they  face.  They  have  made  the  commit- 
ment to  vastly  improve  the  Department  in  this  program.  To  their 
credit,  they  have  already  taken  steps  to  put  the  Department  back 
on  the  right  track;  however,  given  the  magnitude  of  this  program, 
and  the  Department's  problems,  as  well  as  its  history,  the  Depart- 
ment of  Education  still  has  a  long  way  to  go  to  gain  the  kind  of 
capabilities  that  are  essential  to  run  this  program  properly.  The 
Department  has  to  have  trained  people  in  this  area.  It  does  not 
have  those  people  now,  certainly  in  sufficient  numbers. 

In  closing,  I  would  like  to  thank  Senator  Roth  and  the  Minority 
Staff  for  their  support  of  this  investigation.  I  look  forward  to  work- 
ing with  them  and  all  the  members  of  this  Committee  to  ensure 
that  our  student  aid  programs  can  continue  to  pursue  the  laudable 
goals  for  which  they  were  created. 

Senator  Cohen. 

OPENING  STATEMENT  OF  SENATOR  COHEN 

Senator  Cohen.  Thank  you  very  much,  Mr.  Chairman.  First  let 
me  associate  myself  with  your  remarks.  I  think  it  is  pretty  evident, 
as  we  look  around  the  country,  that  the  public  has  become  greatly 
discontented  with  our  system.  And  I  think  it  is  because  they  feel 
that  we  have  lost  control  of  our  budgets.  We  have  lost  control  of 
our  borders.  We  have  lost  control  of  our  streets.  In  many  ways,  lost 
control  of  the  quality  of  life  that  we  expect  to  live. 

Last  spring,  the  Congress  passed  a  roughly  $250  billion  tax  in- 
crease. It  came  over  great  objection  on  the  part  of  some  in  Congress 
and,  I  suspect,  many  in  the  country  itself  because  most  people  intu- 
itively understand  that  there  is  a  tremendous  amount  of  waste  in 
Federal  spending.  All  of  us  here  in  this  Committee  and  the  Con- 
gress continue  to  repeat  the  words  of  fraud,  waste,  and  abuse  as 
if  it  is  some  kind  of  a  mantra.  We  say  it  over  and  over  again.  The 
problem  is  very  little  seems  to  be  done  about  it. 

Mr.  Chairman,  Congress  recently  appropriated  $6.6  billion  for 
the  Pell  Grant  program.  This  represents  about  a  $95  million  in- 
crease over  fiscal  1993,  so  there  is  tremendous  support  for  the  pro- 
gram. Roughly  one  out  of  every  four  postsecondary  students  now 
receives  a  Pell  Grant.  What  is  most  troubling  from  the  Chairman's 
statement  is  that  the  Committee  staff  and  other  witnesses  will  re- 
veal that  some  4,000  students  have  received  Pell  Grants  for  a  pe- 
riod of  11  years  or  more.  One  student  even  received  Pell  Grants  for 
17  years. 

It  reminded  me  of  the  joke  that  is  told  by  one  of  the  passengers 
on  the  Titanic  who  is  reported  to  have  said,  "I  know  I  rang  for  ice, 
but  this  is  ridiculous."  This  is  ridiculous.  Mr.  Chairman,  Senator 
Cochran  and  others  will  recall,  in  law  school  we  studied  the  rule 
against  perpetuities.  A  rule  that  said  that  an  interest  must  vest 
within  lives  in  being  plus  21  years.  And  it  seems  to  me,  the  whole 
notion  of  the  Pell  Grant  program  was  not  to  provide  someone  with 
a  life  stipend  as  appears  to  be  the  case  in  the  example  of  the  stu- 
dent who  received  Pell  Grants  for  17  years. 


Mr.  Chairman,  you  have  held  hearings  over  the  years  that  I  have 
been  on  this  Committee  which  have  ranged  all  the  way  from  chop 
shops  to  money  laundering  to  organized  crime,  and  there  seems  to 
be  a  familiar  pattern  to  all  of  it.  Whenever  there  are  large  amounts 
of  money  involved,  you  can  expect  there  is  going  to  be  fraud  as 
well.  A  large  amount  of  money,  very  little  risk  of  detection,  little 
risk  of  prosecution,  little  risk  of  conviction,  and  little  risk  of  pen- 
alty— all  of  those  ingredients  add  up  to  a  case  of  fraud,  waste  and 
abuse,  and  that  appears  to  be  what  we  have  in  this  particular  case. 

I  will  conclude,  Mr.  Chairman,  because  I  see  we  have  a  distin- 
guished witness,  the  father  of  the  Pell  Grant  program.  Senator 
Pell.  I  noticed  an  article  that  appeared  in  The  New  York  Times  on 
this  past  Sunday,  and  it  caught  my  attention  because  I  was  antici- 
pating these  hearings.  It  reads,  "A  Father's  Dream,  A  Son's  Night- 
mare." And  it  involves  an  individual,  Mr.  B.  Ray  Thompson,  a 
former  coal  miner.  It  was  1941 — he  was  so  poor  at  that  time  that 
he  could  not  even  afford  to  keep  his  children  in  shoes.  He  died 
about  6  years  ago,  one  of  the  wealthiest  men  in  this  country. 

At  the  death  of  his  second  wife  from  cancer,  he  decided  to  set  up 
a  foundation,  the  Thompson  Cancer  Survival  Center,  to  rival  the 
Memorial  Sloan-Kettering  Cancer  Center  and  other  types  of  similar 
institutions.  He  contributed  some  hundred  million  dollars  to  that 
foundation.  Now  we  have  the  son  lodging  a  challenge,  an  accusa- 
tion, where  he  accuses  the  hospital  company  that  runs  the  Thomp- 
son Cancer  Survival  Center  of  engaging  in  unethical  practices  that 
enrich  local  doctors  and  increase  the  company's  revenues.  Pa3dng 
for  it  all,  he  says,  are  the  very  patients  his  father  meant  to  help, 
as  well  as  their  employers  and  the  American  taxpayer. 

It  seemed  to  me  that  there  was  a  parallel  here.  I  am  not  sure 
what  the  merits  of  the  case  are,  but  Mr.  Richard  Kusserow  who 
has  testified  on  many  occasions  before  this  Committee  and  others 
has  now  been  hired  to  conduct  an  investigation  of  the  practices  sur- 
rounding this  particular  center.  It  seems  to  me  we  have  at  least 
similar  allegations  involved  here  and  I  surely  hope  that  the  father's 
dream  does  not  become  the  son's  nightmare  in  this  particular  case. 
Thank  you,  Mr.  Chairman. 

PREPARED  STATEMENT  OF  SENATOR  COHEN 

Today's  hearing  will  reveal  some  very  unsettling  news  for  this  country's  tax- 

{ layers.  The  situations  we  will  hear  about  should  never  have  occurred  and  instances 
ike  these  should  not  be  permitted  to  occur  from  this  point  on. 

The  Federal  Pell  Grant  Program  is  designed  to  help  the  neediest  students  pay  for 
their  education  after  high  school.  Without  these  grants,  many  students  would  have 
great  difficulty  in  attending  college.  In  fact,  some  of  them  would  not  be  able  to  at- 
tend. 

Congress  has  been  quite  supportive  of  the  Federal  Pell  Grant  Program.  Last 
week,  for  example,  the  Senate  appropriated  $6.6  billion  in  fiscal  year  1994  for  Pell 
Grants.  This  represents  an  almost  $95  million  increase  over  the  1993  level.  Accord- 
ing to  one  of  our  witnesses  from  the  U.S.  Department  of  Education,  today  "more 
than  4  million  students — almost  25  percent  of  all  students  attending  our  postsecond- 
ary  institutions — receive  Pell  Grants." 

The  American  taxpayer  demands  that  the  money  Congress  appropriates  for  Pell 
Grants  be  spent  wisely — on  eligible  students  working  toward  a  degree  within  a  rea- 
sonable period  of  time  in  eligible  programs.  As  representatives  of  the  people  footing 
the  bill,  members  of  Congress  intended  that  the  U.S.  Department  of  Education  mon- 
itor the  awarding  of  Pell  Grant  money.  Unfortunately,  tnese  hearings  will  illustrate 
that,  despite  its  good  intentions,  the  department  is  not  performing  this  function  very 
well. 


Congress,  for  example,  did  not  intend  for  students  to  use  the  Federal  Pell  Grant 
Program  for  extended  periods  of  their  lives.  Unfortunately,  over  4,000  Pell  Grant  re- 
cipients have  received  federal  Pell  Grant  money  for  over  11  years.  One  individual 
received  Pell  Grants  for  17  years.  This  is  simply  outrageous.  It  is  my  understanding, 
moreover,  that  department  officials  did  not  know  about  these  cases  until  this  sub- 
committee asked  for  the  data.  Under  the  current  system,  students  can  essentially 
received  Pell  Grants  for  the  rest  of  their  lives. 

Today's  hearing  will  also  show  other  abuses  in  the  system:  ineligible  schools  being 
allowed  to  participate  in  the  Federal  Pell  Grant  Program;  students  denying  they 
have  attended  classes  for  which  they  received  Pell  Grant  money;  schools  with  ques- 
tionable education  programs  existing  simply  because  of  their  ability  to  receive  Pell 
Grants;  for-profit  trade  schools  continuing  to  offer  substandard  training;  and 
charges  of  prejudice  when  congressional  staff  ask  simple  questions  to  ensure  fiscal 
accountability  of  federal  money.  These  are  disturbing  findings,  and  ones  that  must 
be  corrected  immediately.  To  not  do  so  may  mean  that  fewer  poor  students  who  are 
eligible  for  federal  assistance  will  go  to  school. 

In  closing,  I  want  to  thank  the  Chairman  for  holding  these  important  hearings. 
The  Federal  Pell  Grant  Program  has  serious  problems,  and  I  am  pleased  that  we 
will  be  addressing  these  abuses  and  their  remedies  both  today  and  tomorrow.  I  un- 
derstand that  the  U.S.  Department  of  Education  is  taking  steps  to  identify  and  stop 
abuses  in  the  Federal  Pell  Grant  Program.  Like  other  members  of  this  subcommit- 
tee, I  intend  to  make  sure  that  these  steps  continue  and  that  real  progress  is  made 
in  stopping  abuses.  Maine  demand  this  of  me,  and  American  taxpayers  demand  this 
of  their  government. 

Chairman  NUNN.  Thank  you  very  much,  Senator  Cohen. 
Senator  Cochran. 

OPENING  STATEMENT  OF  SENATOR  COCHRAN 

Senator  CoCHRAN.  Mr.  Chairman,  let  me  just  thank  you  for  con- 
ducting this  investigation  and  directing  the  Staff  in  the  work  that 
has  been  done  on  this  subject.  Before  we  legislated  changes  in  the 
loan  programs  for  higher  education  in  1992,  the  Labor  Committee, 
which  our  distinguished  colleague  chairs  the  Education  Subcommit- 
tee and  the  Labor  Committee,  had  the  benefit  of  the  work  of  this 
Subcommittee  and  the  work  that  had  been  done  by  the  Staff  under 
the  direction  of  the  Chair  of  this  Subcommittee,  which  identified  a 
lot  of  abuses  and  shortcomings  of  the  loan  programs.  Those  1992 
amendments  that  were  approved  by  the  Congress  have  put  in  place 
some  changes  that  in  my  view  are  going  to  improve  significantly 
the  management  and  the  conduct  of  those  loan  programs  to  prevent 
the  kinds  of  abuses  and  shortcomings  that  were  identified  by  this 
Investigations'  Subcommittee. 

One  unfortunate  result,  however,  was  not  recommended  by  the 
Education  Subcommittee  under  the  chairmanship  of  Senator  Pell 
and  that  was  the  change  to  require  the  Government  to  engage  in 
direct  lending  to  colleges  and  to  students.  The  shortcomings  that 
the  Chairman  just  mentioned  in  the  Pell  Grant  program  in  some 
respects  are  related  to  inadequate  staffing,  the  inability  of  the  De- 
partment of  Education  administrators  to  cope  with  the  responsibil- 
ities of  such  a  large  grant  program  as  the  Pell  Grant  program. 

What  Congress  did  after  it  approved  the  1992  amendments  was 
to  adopt  in  the  reconciliation  process  a  new  direct  lending  program 
that  now  puts  the  Department  of  Education  not  only  directly  in- 
volved in  making  grants,  but  in  making  loans  as  well.  Turning  our 
backs  on  the  experiences  that  had  been  built  up  over  time  where 
the  private  sector  was  involved  in  actually  making  the  loans  and 
the  Government  involved  to  a  lesser  extend  in  the  direct  adminis- 
tration of  the  loan  program. 
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So  I  predict,  Mr.  Chairman,  that  one  other  step  ought  to  be 
taken  by  this  Subcommittee;  and,  that  is,  to  carefully  monitor  the 
new  direct  lending  program  that  was  enacted  without  £iny  legisla- 
tive committee  recommending  its  enactment,  but  enacted  purely  as 
a  part  of  a  reconciliation  process  where  no  amendments  could  be 
offered,  not  much  debate  could  be  conducted,  and  I  hope  that  it 
turns  out  better  than  I  expect  it  to. 

But  let  me  again  thank  the  Chairman  for  his  conduct  of  this  in- 
quiry. I  am  confident  that  the  information  that  is  obtained  and  the 
facts  that  are  brought  out  will  help  us  to  make  reforms,  make 
changes  that  will  further  improve  the  administration  of  this  impor- 
tant program.  It  is  very  important  in  my  State  of  Mississippi. 
There  are  some  colleges  £ind  universities  where  virtually  all  the 
students  are  there  on  Pell  Grants,  and  were  it  not  for  the  Pell 
Grant  program,  many  of  those  colleges  and  postsecondary  institu- 
tions would  not  have  any  way  to  exist.  So  it  is  extremely  important 
that  we  ensure  that  this  program  works  as  intended  and  I  am 
happy  to  be  here  and  to  welcome  our  distinguished  colleague. 

Chairman  NuNN.  Thank  you,  Senator  Cochran.  I  would  share 
your  concern  about  the  direct  lending  program  and  I  pointed  that 
out  in  speeches  and  comments  to  a  number  of  people  last  year  and 
earlier  this  year  when  we  were  talking  about  it.  The  concept  is  one 
thing;  the  implementation  is  another.  We  deal  in  concepts  in  the 
Congress  and  people  in  the  Executive  Branch  have  to  implement. 
The  Department  of  Education  has  got  a  long,  long  way  to  go  to  be 
able  to  have  the  kind  of  trained  people  needed  to  carry  out  existing 
programs,  let  alone  new  programs.  So  the  implementation  side  of 
that  has  a  lot  of  questions  to  it  and  I  think  it  does  have  to  be 
watched  very  carefully.  So  we  will  join  others  in  doing  that. 

Our  first  witness  this  morning  is  the  Honorable  Claiborne  Pell, 
the  senior  Senator  from  Rhode  Islsuid,  whose  name  this  worthy 
program  bears.  In  addition.  Senator  Pell  is  chairman  of  the  Author- 
izing Committee  for  this  program,  the  Subcommittee  on  Education, 
Arts  and  Humanities.  Senator  Pell  has  worked  long  and  hard  dur- 
ing his  career  to  help  the  underprivileged  obtain  the  access  they 
need  to  higher  education.  Through  this  basic  educational  grant  pro- 
gram, literally  millions  of  Americans  have  benefited. 

Senator  Pell,  we  are  happy  to  have  you  with  us  this  morning  and 
look  forward  to  your  thoughts  on  this  investigation  of  this  program, 
and  I  know  of  all  the  people  in  the  Congress,  you  more  than  any- 
one, want  to  make  sure  that  these  funds  are  properly  used.  So  we 
welcome  you  here  this  morning. 

Senator  Pell.  Thank  you  very  much  indeed.  Senator  Nunn,  dear 
colleagues. 

Chairman  NuNN.  Senator  Pell,  we  swear  in  all  of  the  witnesses 
before  the  Subcommittee.  It  is  just  the  normal  procedure  here.  Do 
you  swear  the  testimony  you  will  give  before  the  Subcommittee  will 
be  the  truth,  the  whole  truth,  and  nothing  but  the  truth,  so  help 
you  God? 

Senator  Pell.  I  do. 


TESTIMONY  OF  HON.  CLAIBORNE  PELL,  U.S.  SENATOR  FROM 
THE  STATE  OF  RHODE  ISLAND 

Senator  Pell.  I  think  that  I  as  much  as  anyone  wants  to  see  that 
this  program  has  a  good  reputation  with  no  cheating  or  abuse.  I 
would  point  out  in  connection  with  the  previous  remarks  that  some 
of  us,  and  I  was  one,  opposed  the  idea  of  direct  lending  in  part  be- 
cause we  were  concerned  about  the  potential  for  abuse. 

In  addition,  we  must  take  into  account  that  for  8  years  the  policy 
of  a  prior  Administration  was  to  wipe  out  the  Department  of  Edu- 
cation. As  a  result  the  vigor  and  the  determination  that  we  would 
like  to  see  in  that  Department  was  lacking.  Unfortunately,  I  think 
that  the  effect  of  that  misguided  policy  is  still  present. 

Like  your  previous  hearings  on  abuses  in  the  student  loan  pro- 
gram, I  share  your  thoughts  about  the  importance  of  these  hear- 
ings, which  I  hope  will  prove  very  successful.  As  you  know,  we  took 
your  recommendations  to  strengthen  the  loan  program  seriously. 
Most  of  those  recommendations  made  their  way  into  the  reauthor- 
ization bill  last  year.  There  were  also  areas  where  we  went  beyond 
your  recommendations  and  made  the  new  law  even  tougher,  as  in 
the  area  of  State  licensing  and  review. 

We  have  a  record  of  our  working  together  and  I  know  that  we 
will  continue  to  do  so,  and  I  want  to  emphasize  how  glad  I  am  that 
you  are  doing  this,  because  no  one  wants  to  ensure  that  this  pro- 
gram has  a  good  reputation  more  than  I  do.  Thus,  I  am  glad  you 
are  focusing  on  the  fraudulent  activities  of  these  New  York  schools 
in  which,  I  think,  exists  the  concentration  of  malfeasance. 

As  you  begin,  I  believe  it  is  crucial  to  place  these  hearings  in 
their  proper  context.  The  Pell  Grant  program  is  at  the  base  of  all 
Federal  student  aid  programs.  Since  it  began  over  20  years  ago, 
there  have  been  more  than  55  million  awards,  totally  $64  billion 
in  Pell  Grants  to  help  pay  for  postsecondary  education.  I  would  just 
repeat,  55  million  separate  awards  going  to  young  Americans  and 
sometimes  to  older  Americans  seeking  more  education.  Of  this 
amount,  I  understand  that  less  than  one-half  of  1  percent  is  in 
question.  That  is  the  same  proportion  of  population  as  my  State  of 
Rhode  Island  is  to  the  United  States  as  a  whole — half  of  1  percent. 

Chairman  NuNN.  Senator  Pell,  we  are  not  sure  of  that  number. 
I  would  like  to  get  your  analysis  of  where  that  comes  from  because 
the  more  we  get  into  it,  the  more  we  do  not  know  how  much  is  in- 
volved here. 

Senator  Pell.  I  will  submit  something  for  the  record  on  that. 
Last  year,  some  4.4  million  students  received  Pell  grants.  The  m£tx- 
imum  award  was  $2,300;  the  average  award  was  $1,400.  Over  the 
years,  the  Pell  Grant  program  has  literally  changed  people's  lives, 
I  urge  your  indulgence  while  I  read  into  the  record  a  letter  from 
Mrs.  Terry  Maniker  in  Anchorage,  Alaska.  Her  story  is  similar  to 
so  many  others — that  is  why  I  am  reading  it.  It  tells  the  story. 

I  should  have  written  this  letter  a  long  time  ago.  I  am  writing  because 
of  the  abuses  to  the  Pell  grants. 

Almost  15  years  ago  I  divorced  my  abusive  husband.  I  had  no  money,  no 
high  school  diploma,  did  not  know  how  to  drive  a  vehicle.  No  skills.  No  edu- 
cation. And  a  nursing  infant. 

To  say  I  was  desperate  is  an  understatement. 

Today  I  am  a  very  successful  attorney,  remarried,  with  homes  in  Califor- 
nia and  Alaska.  The  Pell  Grant  program,  which  you  initiated  in  Congress, 
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made  my  current  lifestyle  possible.  I  have  never  forgotten  the  role  that  the 
Pell  grant  I  received  played  in  my  life.  I  attended  the  University  of  Wiscon- 
sin and  graduated  Phi  Beta  Kappa  with  two  majors  and  two  minors.  Your 
grant,  and  the  four  jobs  I  worked  simultaneously,  made  it  possible  for  me 
to  stay  off  welfare  and  become  a  productive,  contributing  member  of  society. 

I  donate  approximately  $10,000.00  worth  of  free  legal  services  every  year 
working  with  prison  inmates  and  community  groups.  I  was  a  State  prosecu- 
tor and  now  own  my  private  practice. 

You  are  remembered  in  my  prayers.  Sir,  the  Pell  grants  do  work. 

With  deepest  personal  and  professional  respect,  Attorney  Terry  Maniker 
(Mrs.  David  Tucker). 

I  asked  your  indulgence  to  read  Ms.  Maniker's  letter  into  the 
record  because  it  tells  such  a  story  in  itself.  There  are  thousands 
more  stories  like  that  one.  It  is  important,  therefore,  that  these 
hearings  improve  and  strengthen  this  program  and  not  tear  it 
down,  so  that  we  can  continue  to  help  people  like  Terry  Maniker. 

But  what  have  we  already  done  to  curb  abuse?  In  the  early 
1980s,  we  focused  on  efforts  to  recover  money  from  those  who  did 
not  repay  their  loans.  We  required  that  loan  defaulters  be  reported 
to  credit  agencies.  Today,  failure  to  repay  their  loans  means  de- 
faulted borrowers  cannot  get  a  credit  card  or  borrow  money  to  buy 
a  car.  And  if  a  person  does  not  have  a  credit  card  and  cannot  get 
one,  it  is  unlikely  that  he  has  the  money  to  repay  the  loan.  Thus, 
this  is  a  self-enforcing  element. 

Second,  we  also  put  into  place  and  made  permanent,  the  require- 
ment that  the  tax  refunds  of  defaulters  be  withheld.  This  provision 
caused  a  storm  of  protest  from  deadbeats  who  had  not  repaid  their 
loans.  It  has  also  resulted  in  the  recovery  of  an  estimated  $2  billion 
in  defaulted  loans. 

And  third,  since  1986  we  have  had  in  a  Federal  law  the  require- 
ment that  students  had  to  maintain  a  "C"  average  in  order  to  be 
eligible  for  Federal  aid.  The  student  also  must  be  working  toward 
a  degree  or  certificate,  and  not  just  taking  a  course  because  of  per- 
sonal interest. 

Fourth,  in  1990,  after  several  attempts,  we  enacted  important  de- 
fault prevention  legislation.  This  year  schools  with  default  rates 
above  25  percent  for  the  past  3  years  will  be  dropped  from  the  pro- 
gram. Personally,  I  would  like  to  see  the  maximum  default  rate  set 
at  10  percent  or  15  percent,  but  we  Eire  not  able  to  enact  so  tight 
a  standard.  In  this  regard,  we  are  torn  because  there  are  those  who 
say  that  historically  black  colleges  should  not  have  to  conform  to 
this  requirement.  In  this,  I  think,  they  probably  should  conform  to 
it. 

Fifth,  when  we  re-authorized  the  Higher  Education  Act  last  year, 
we  enacted  sweeping  changes  in  the  process  of  accreditation.  Fed- 
eral eligibility  and  certification,  and  State  licensing.  Schools  with 
high  default  rates;  low  completion  and  placement  rates;  no  tuition 
refund  policies;  promise  an  education  they  do  not  deliver;  and  that 
have  shady  finances  and  business  practices  should  be — and  are 
being — kicked  out  of  the  program.  But  whatever  we  do  and  what- 
ever we  require,  the  Department  must  be  diligent  in  its  enforce- 
ment of  the  law. 

At  the  default  hearings  the  Education  Subcommittee  held  in 
1987,  we  found  that  annual  institutional  program  reviews  by  the 
Department  of  Education  had  dropped  by  two-thirds,  from  1,200  a 
year  to  400.  In  other  words,  the  policeman  had  been  taken  off  the 
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beat.  Today,  the  Department  of  Education,  under  the  able  leader- 
ship of  Secretary  Riley,  is  intensifying  the  efforts  begun  under  Sec- 
retary Alexander  to  reverse  the  downward  spiral  in  program  review 
and  administration. 

Secretary  Riley  clearly  understands  that  public  confidence  in  stu- 
dent aid  programs  depends  upon  its  confidence  in  the  Department's 
ability  to  administer  those  programs,  root  out  abuse,  and  punish 
those  who  would  cheat  or  defraud  the  Government.  And  we  must 
also  remember  that  the  Department,  in  spite  of  those  of  us  who  op- 
pose the  idea  of  direct  student  loans,  will  have  to  carry  that  load 
of  administration  as  well  in  the  coming  period. 

Mr.  Chairman,  as  I  said  in  the  beginning,  I  am  glad  of  these 
hearings.  I  welcome  these  hearings  and  I  stand  ready  to  continue 
working  with  you  to  ensure  that  our  student  aid  programs  are 
sound.  In  this  regard,  we  face  a  twin  objective:  one,  to  make  sure 
that  students  who  receive  aid  are  deserving  of  that  aid  and  take 
their  responsibility  seriously;  and  two,  to  make  equally  sure  that 
the  schools  who  benefit  from  Federal  aid  are  on  the  up-and-up  and 
provide  a  quality  education. 

My  one  hope  and  prayer  is  that,  as  they  say,  we  do  not  throw 
out  the  baby  with  the  bath  water. 

PREPARED  STATEMENT  OF  SENATOR  PELL 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  appreciate  the  opportunity 
to  appear  before  you  today.  I  applaud  your  continued  concern  over  abuses  in  federal 
student  aid  programs  and  I  stand  ready  to  work  with  you  to  develop  any  necessary 
changes  to  current  law. 

Let  me  make  clear  from  the  outset  that  I  consider  these  hearings  very  important. 
Like  your  previous  hearings  on  abuses  in  the  student  loan  program,  I  anticipate 
that  your  work  on  Pell  Grants  will  produce  very  helpful  information  to  help  us 
strengthen  that  program. 

Our  subcommittees  have  worked  closely  together  in  the  past.  We  took  your  rec- 
ommendations to  strengthen  the  loan  program  very  seriously.  Most  of  those  rec- 
ommendations made  their  way  into  our  reauthorization  bill  last  year.  There  were 
also  areas  where  we  went  beyond  your  recommendations,  and  made  the  new  law 
even  tougher. 

We  have  a  record  of  working  together  and  forging  a  partnership  to  strengthen  our 
student  aid  programs,  and  I  know  that  we  will  continue  to  do  so. 

I  also  believe  it  is  critical  to  place  these  hearings  in  their  propei  context.  The  Pell 
Grant  Program  is  the  foundation  of  all  federal  student  aid  programs.  Since  it  began 
over  twenty  years  ago,  there  have  been  almost  56  million  awards  totaling  $64  billion 
in  Pell  Grants  to  help  pay  for  postsecondary  education.  Of  this  amount,  I  under- 
stand that  one-half  of  one  percent  is  in  question. 

Last  year,  some  4.4  million  students  received  Pell  Grants.  The  maximum  award 
was  $2,300;  the  average  award  was  $1,452. 

Over  the  years,  the  Pell  Grant  program  has  hterally  changed  people's  lives.  The 
letter  I  have  with  me  is  one  such  example.  It  comes  from  Ms.  Terry  Maniker  who, 
prompted  by  early  press  reports  of  these  hearings,  wrote  me  about  the  difference 
that  a  Pell  Grant  made  in  her  life.  A  young  mother,  in  an  abusive  relationship,  she 
used  her  Pell  Grant  to  complete  her  education  and  build  a  new  life.  Today  she  is 
happily  remarried  and  living  in  Anchorage,  Alaska,  where  she  has  her  own  law 
practice.  A  former  prosecutor,  she  now  donates  $10,000  worth  of  legal  time  each 
year  to  helping  prison  inmates  and  community  groups. 

There  are  thousands  of  stories  just  like  the  one  I  have  cited.  It  is  important, 
therefore,  that  we  use  these  hearings  not  to  tear  the  program  down,  but  to  build 
it  so  that  it  will  continue  to  help  people  like  Terry  Maniker. 

A  decade  ago  the  average  student  aid  package  was  75%  grants  and  25%  loans. 
Today  it  is  almost  the  opposite.  The  result  is  that  more  students  must  borrow  more 
money  to  pay  for  a  college  education.  It  is  not  unusual  for  a  student  to  complete 
undergraduate  work  some  $25,000  to  $30,000  in  debt.  A  student  who  completes 
medical  school  is  often  $80,000  to  $100,000  in  debt. 


12 

Let  us  make  no  mistake — saddling  students  with  such  significant  debt  has  very 
severe,  negative  consequences.  One  of  these  is  higher  default  rates,  a  terrible  prob- 
lem we  have  been  wresting  with  for  more,  than  a  decade. 

In  the  early  19808,  we  focused  on  efforts  to  recover  money  from  those  who  did 
not  repay  their  loans.  We  required  that  loan  defaulters  be  reported  to  credit  agen- 
cies so  that  failure  to  repay  their  loans  meant  they  could  not  get  a  credit  card  or 
borrow  money  to  buy  a  car. 

We  also  put  into  place  and  made  permanent  the  requirement  that  the  tax  refunds 
of  defaulters  be  withheld.  This  provision  caused  a  storm  of  protest  from  deadbeats 
who  had  not  repaid  their  loans.  It  has  also  resulted  in  the  recovery  of  an  estimated 
$2  billion  in  demulted  loans. 

Since  1986  we  have  had  in  a  federal  law  the  requirement  that  only  students  who 
maintained  at  least  a  "C"  average  or  its  equivalent  be  permitted  to  continue  receiv- 
ing federal  student  aid.  We  also  require  that  the  student  must  be  working  towards 
a  degree  or  certificate,  and  not  just  taking  a  course  because  of  personal  interest. 

In  1987,  in  response  to  growing  student  default  rates,  the  Senate  adopted  an 
amendment  to  cut  off  school  participation  in  the  loan  program  if  the  institution  had 
a  default  rate  in  excess  of  25%.  After  passing  the  Senate  several  times,  the  legisla- 
tion was  finally  enacted  three  years  ago.  This  year,  schools  with  default  rates  above 
25%  for  the  past  three  years  will  be  dropped  from  the  program. 

But  whatever  we  do  and  whatever  we  require,  the  Department  must  be  diligent 
in  its  enforcement  of  the  law.  At  the  default  hearings  the  Education  Subcommittee 
held  in  1987,  we  found  that  annual  institutional  program  reviews  by  the  Depart- 
ment of  Education  had  dropped  by  75%,  fi-om  1200  a  year  to  400.  In  other  words, 
the  policeman  had  been  taken  off  the  beat.  And  I  believe  we  all  know  what  happens 
when  that  occurs.  ,     •  i     • 

Following  those  hearings,  we  developed  even  more  comprehensive  legislation  to 
curb  default  problems.  With  the  cooperation  of  former  Secretaries  Cavazos  and  Alex- 
ander, many  of  these  reforms  were  implemented  through  federal  regulations.  The 
problem,  however,  remained  that  the  Department  had  so  severely  cut  back  person- 
nel that  unless  a  problem  bubbled  to  the  surface,  it  often  went  unnoticed  and  uncov- 
ered. 

When  we  reauthorized  the  Higher  Education  Act  last  year,  we  had  the  benefit  not 
only  of  your  hearings  but  also  of  a  series  of  our  own.  As  a  result,  we  enacted  numer- 
ous program  reforms  that  are  just  now  being  implemented.  Included  in  the  new  law 
are  provisions  that: 

— require  that  short-term  programs  maintain  at  least  a  70  percent  completion 
and  a  70  percent  placement  rate  to  participate  in  federal  student  aid  pro- 
grams; 
— ban  from  student  aid  programs  for-profit  schools  that  derive  more  than  85 

percent  of  their  total  revenues  ft-om  such  programs; 
— require  that  schools  have  in  effect  a  fair  and  equitable  pro  rata  refund  policy; 

and 
— bar  schools  ft-om  using  paid  recruiters  to  attract  students. 
The  1992  amendments  also  strengthen  the  three  legs  of  the  "triad,"  which  consists 
of  state  oversight  and  licensing,  accreditation  by  a  separate  and  independent  accred- 
iting body,  and  institutional  eligibility  and  certification  by  the  Department  of  Edu- 
cation. 

The  law  now  contains  a  list  of  "triggers,"  and  a  school  that  trips  any  one  of  these 
"triggers"  must  undergo  rigorous  state  review.  To  assist  states  in  performing  these 
mandated  reviews,  we  provided  $5  million  last  year  and  an  additional  $21  million 
for  this  fiscal  year.  Under  the  1993  budget  bill,  states  that  fail  to  take  this  mandate 
seriously  will  end  up  owing  the  federal  government  a  share  of  the  default  costs  for 
schools  that  exceed  a  20%  cohort  default  rate.  I  am  advised  that  some  of  the  schools 
that  you  are  investigating  would  indeed  "trigger"  such  a  review  under  the  new  law. 
Still  others  would  be  identified  as  a  result  of  the  mandatory  re-certification  review 
required  by  the  1992  Amendments. 

I  am  very  pleased  that  today,  the  Department  of  Education,  under  the  exception- 
ally able  leadership  of  Secretary  Riley,  is  intensifying  the  effort  begun  under  Sec- 
retary Alexander  to  reverse  the  downward  spiral  in  program  review  and  administra- 
tion. Secretary  Riley  clearly  understands  that  public  confidence  in  our  student  aid 
programs  depends,  in  large  measure,  upon  their  confidence  in  the  Department's 
ability  to  administer  those  programs,  to  root  out  abuse,  and  to  punish  those  who 
would  cheat  or  defraud  the  government. 

Mr.  Chairman,  as  I  said  at  the  beginning,  I  welcome  these  hearings  and  stand 
ready  to  continuing  to  work  with  you  to  see  that  all  of  our  student  aid  programs 
are  sound.  In  this  regard,  we  face  a  twin  objective:  one  to  make  sure  that  students 
who  receive  aid  are  deserving  of  that  aid  and  take  their  responsibilities  seriously. 
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and  two  to  make  equally  sure  that  the  schools  who  benefit  from  federal  aid  are  on 
the  up-and-up  and  provide  a  quality  education. 

I  thank  you  for  the  hearings,  and  the  opportunity  to  testify.  With  your  permission, 
I  ask  that  Ms.  Maniker's  letter  be  made  a  part  of  the  hearing  record. 

Terry  Maniker, 
Anchorage,  Alaska  99516, 

August  12,  1993. 

Hon.  Claiborne  Pell  (D-RI), 

United  States  Senate,  Washington,  D.C.  20510. 

Dear  Sir:  I  should  have  written  this  letter  a  long  time  ago.  I  am  writing  because 
of  the  abuses  to  the  Pelt  grants. 

Almost  15  years  ago  I  divorced  my  abusive  husband.  I  had  no  money,  no  high 
school  diploma,  did  not  know  how  to  drive  a  vehicle.  No  skills.  No  education.  And 
a  nursing  infant. 

To  say  I  was  desperate  is  an  understatement. 

Today  I  am  a  very  successful  attorney,  remarried,  with  homes  in  California  and 
Alaska.  THE  PELL  GRANT  PROGRAM.  WHICH  YOU  INITIATED  IN  CONGRESS, 
MADE  MY  CURRENT  LIFESTYLE  POSSIBLE.  I  have  never  forgotten  the  role  that 
the  Pelt  grant  I  received  played  in  my  life.  I  attended  the  University  of  Wisconsin 
and  graduated  Phi  Beta  Kappa  with  two  majors  and  two  minors.  Your  grant,  and 
the  four  jobs  I  worked  simultaneously,  made  it  possible  for  me  to  stay  OFF  of  wel- 
fare and  become  a  productive,  contributing  member  of  society. 

I  donate  approximately  $10,000.00  worth  of  free  legal  services  every  year  working 
with  prison  inmates  and  community  groups.  I  was  a  state  prosecutor  and  now  own 
my  private  practice. 

Despite  the  terrible  Pelt  grant  abuses  that  I  now  hear  about  on  the  radio  and  tele- 
vision, I  am  the  recipient  of  a  Pelt  grant  that  changed  my  life  and  the  hundreds 
of  people  I  am  able  to  help  because  of  that  grant. 

You  are  remembered  in  my  prayers. 

Sir,  the  Pelt  grants  do  work. 

With  deepest  personal  and  professional  respect. 

Attorney  Terry  Maniker, 

(Mrs.  David  Tucker). 


PREPARED  STATEMENT  OF  SENATOR  KENNEDY 

I  commend  Senator  Nunn  and  the  Permanent  Subcommittee  on  Investigations  for 
their  continuing  attention  to  problems  of  fraud  and  abuse  in  federal  student  aid  pro- 
grams. The  Pell  Grant  Program  is  an  important  source  of  financial  aid  for  the  coun- 
try's neediest  students.  Many  low-income  students  would  not  be  able  to  attend  col- 
lege, university,  or  a  trade  school  without  the  benefit  of  Pell  awards.  It  is  vital,  par- 
ticularly in  this  period  of  rising  college  costs,  to  protect  the  program  from  abuse  so 
that  deserving  students  continue  to  have  access  to  higher  education. 

This  week's  hearings  make  clear  that  some  unscrupulous  individuals  and  institu- 
tions are  abusing  the  system  for  their  own  private  gain,  and  at  the  expense  of  stu- 
dents and  taxpayers.  Similar  hearings  on  abuses  in  the  programs  were  held  by  the 
Education  Subcommittee  of  the  Labor  Committee  in  1987  and  the  Permanent  Sub- 
committee on  Investigations  in  1990.  These  earlier  hearings  laid  the  groundwork  for 
a  series  of  "integrity"  measures  enacted  into  law  in  the  Higher  Education  Amend- 
ments of  1992,  including  stricter  accreditation  standards,  tighter  criteria  for  eligi- 
bility and  certification,  and  stronger  oversight  by  state  agencies. 

The  Department  of  Education  is  in  the  process  of  implementing  the  improvements 
mandated  in  the  1992  legislation,  and  the  Clinton  Aaministration  has  made  clear 
its  commitment  to  enforcing  these  reforms.  Unfortunately,  the  schools  that  are  the 
focus  of  this  week's  hearings  entered  the  Pell  program  long  before  these  safeguards 
were  in  place. 

Without  question,  Pell  Grants,  like  other  federal  student  aid  programs,  have  suf- 
fered from  dishonest  participants,  poor  management,  and  inadequate  gatekeeping. 
We  must  not  permit  these  problems,  however,  to  obscure  the  vital  role  of  Pell 
Grants  in  making  higher  education  accessible  to  low-income  students.  Since  1972, 
over  55  million  grants,  have  been  awarded  totalling  over  $64  billion.  Today,  more 
than  4  million  students,  or  almost  25  percent  of  all  students  attending  postsecond- 
ary  institutions,  are  receiving  such  grants.  We  must  do  all  we  can  to  see  that  this 
highly  successful  program  remains  strong  for  the  future. 
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PREPARED  STATEMENT  OF  SENATOR  DORGAN 

Thank  you,  Mr.  Chairman.  I  want  to  commend  Chairman  Nunn  for  his  leadership, 
and  the  tireless  work  of  our  fine  Subcommittee  staff,  in  rooting  out  the  serious  fraud 
and  abuse  in  federal  student-aid  grant  programs. 

Pell  grants,  appropriately  named  in  honor  of  our  distinguished  colleague  from 
Rhode  Island,  Senator  Claiborne  Pell,  are  meant  to  provide  educational  opportuni- 
ties for  the  most  needy,  qualified  individuals.  Many  graduates  of  this  progi-am  lit- 
erally owe  their  livelihood  and  their  success  to  a  Pell  grant.  Pell  grants  made  it  pos- 
sible for  them  to  get  an  education,  learn  a  trade,  and  become  productive,  taxpaying 

But  there  is  a  seamy  side  to  this  story.  As  we  saw  in  the  federally  guaranteed 
student  loan  program,  there  are  plenty  of  unscrupulous  con  artists  out  there  ready 
to  pounce  on  the  fistfuls  of  money  they  can  make — relatively  easily,  it  seems  fi-om 
our  Subcommittee's  investigation  so  far— from  this  $6.1  billion-a-vear  program.  The 
Subcommittee  already  has  found  "paper"  institutions  whose  sole  purpose,  appar- 
ently, is  to  rake  in  money  from  federal  student-aid  grants.  The  only  "education"  they 
provide  is  a  lesson  in  how  to  scam  the  taxpayers. 

As  a  member  of  the  other  body,  I  chaired  a  Democratic  Task  Force  on  Government 
Waste.  Our  report  cited  fi^aud  and  abuse  in  federal  student  loan  programs  as  one 
of  the  most  glaring  examples  of  government  waste.  We  recommended  legislation  to 
fix  the  program  and  tighten  loopholes  that  practically  cried  out  for  abuse.  Congress 
took  action  on  the  loan  programs  thanks  in  part  to  the  efforts  of  the  distinguished 
Chairman  of  this  Subcommittee,  whose  investigations  helped  expose  the  fi-aud, 
abuse,  and  mismanagement. 

The  effort  to  reform  the  guaranteed  student  loan  program  was  good  education  and 
training  for  this  effort  to  clean  up  the  major  student-aid  grant  program.  I'm  encour- 
aged by  the  positive  steps  taken  by  the  new  Secretary  of  Education,  Richard  Riley. 
We  need  to  strengthen  his  ability  to  cut  off  schools  that  abuse  the  system.  We  need 
to  look  at  the  qualification  criteria  for  both  schools  and  individuals  to  ensure  that 
schools  provide,  and  students  receive,  real  education  and  training  for  the  money 
that  taxpayers  are  spending.  We  need  better  tools  to  identify  fraud,  especially  the 
type  that  permeates  an  entire  institution  set  up  solely  to  bilk  the  taxpayers. 

Education  is  one  of  the  best  investments  that  we  can  make  in  the  future  of  our 
country.  But  for  every  dollar  paid  to  the  scam  artists  for  a  fictitious  "education," 
some  deserving  student  will  suffer.  Pell  grants  currently  are  funded  at  less  than  65 
percent  of  the  authorized  level  for  each  student,  because  the  federal  government  just 
can't  afford  to  provide  the  maximum  amount  to  needy  students.  We  simply  cannot 
stand  for  the  fraud  and  abuse  we  see  in  this  program— while  deserving  students  suf- 
fer and  American  taxpayers  foot  the  bill. 

I'm  not  very  thrilled  that  we  have  discovered  glaring  and  outrageous  abuse  at  in- 
stitutions that  claim  also  to  teach  religious  values.  Like  most  Americans,  I'm  frank- 
ly uncomfortable  at  government  investigations  of  religious  affiliated  institutions. 
But  we  have  to  keep  in  mind  that  these  institutions  take  taxpayers  money— and 
they  have  to  play  by  the  rules. 

I  hope  that,  when  officials  of  these  schools  appear  before  us  tomorrow,  they  will 
offer  explanations  for  the  actions  that  General  Accounting  Office  and  Subcommittee 
investigators  will  describe  today.  I'm  pleased,  Mr.  Chairman,  that  you  have  ensured 
that  they  will  have  an  opportunity  to  respond  to  the  allegations  documented  by 
GAO  and  our  staff. 

I  look  forward  to  hearing  the  testimony  today  and  tomorrow  and  working  with 
you  to  expose  and  eliminate  the  deplorable  waste,  fraud,  and  abuse  in  this  program. 

PREPARED  STATEMENT  OF  SENATOR  ROTH 

Thank  you,  Mr.  Chairman.  I  want  to  commend  you  for  your  longstanding  interest 
and  continued  involvement  in  the  important  area  of  student  financial  aid.  I  recall 
the  hearings  you  presided  over  in  1975  when  this  Subcommittee  first  examined  the 
student  loan  program.  Unfortunately,  as  we  discovered  in  subsequent  hearings,  the 
problems  we  found  in  the  student  loan  program  in  1975  still  exist  today. 

Today's  hearing  will  focus  on  a  different  part  of  our  Federal  student  aid  pro- 
gram—the Pell  grant  program.  Although  the  program  is  different,  the  problems  look 
very  much  the  same. 

We  established  the  Pell  grant  program  as  the  cornerstone  of  our  Federal  student 
aid  program.  Pell  grants  enable  students  from  low  income  families  to  pursue  their 
dream  of  a  college  education.  Pell  grants  are  the  seed  money  for  our  Nation's  future; 
money  invested  in  our  most  important  natural  resource — our  Nation's  young  people. 
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At  no  time  in  our  Nation's  history  has  this  issue  been  more  important.  We  cannot 
compete  successfully  in  today's  global  economy  unless  we  provide  our  young  people 
with  the  necessary  education  and  training.  Pell  grants  are  the  first  step  by  which 
many  young  people  start  along  a  path  that  would  otherwise  not  be  available  to 
them. 

Just  as  we  saw  in  our  investigation  of  the  student  loan  program,  we  have  heard 
testimony  regarding  individuals  who,  under  the  guise  of  educators,  prey  upon  these 
student  financial  aid  programs  and  profit  at  the  taxpayers'  expense.  And  again,  the 
Department  of  Education  appears  unable  to  stem  the  tide  of  Federal  money  flowing 
to  apparently  unqualified  institutions  and  students.  I  understand  that,  just  this 
week,  the  Department  has  finally  taken  action  to  terminate  some  of  these  unquali- 
fied institutions  fi-om  the  Pell  Grant  program.  I  hope  this  long  overdue  action  rep- 
resents a  first  step  in  a  continuing  policy  of  vigilant  oversight  of  these  important 
programs. 

It  has  been  said  of  our  educational  system  that  we  are  a  Nation  at  risk.  What 
we  are  risking  is  our  future.  For  our  children's  future  and  for  our  country's  future, 
we  cannot  allow  waste,  fi-aud  and  abuse  in  our  student  aid  programs  to  squander 
the  vital  opportunities  these  programs  present.  This  is  especially  important  at  a 
time  when  shortfalls  in  the  Pell  grant  program  are  limiting  awards. 

We  cannot  wait  any  longer  to  address  these  problems.  The  future  is  now — as  it 
is,  we  have  ignored  these  problems  for  too  long  and,  as  history  tells  us,  we  have 
been  forced  to  repeat  them.  The  time  has  come  for  Congress  to  work  with  the  De- 
partment of  Education  to  ensure  that  program  benefits  are  provided  with  effective 
oversight,  efficient  Management  and  integrated  systems. 

Again,  Mr.  Chairman,  I  believe  I  speak  for  my  colleagues  and  for  the  American 
people  in  commending  you  for  your  leadership  in  having  the  Subcommittee  revisit 
this  obviously  still  troubled  area.  I  applaud  you  and  your  staff  for  the  outstanding 
work  you  have  done  in  this  important  area.  I  look  forward  to  working  with  you  in 
the  future,  as  we  have  in  the  past,  to  develop  solutions  to  these  problems.  I  look 
forwEird  to  today's  testimony. 


PREPARED  STATEMENT  OF  SENATOR  SASSER 

Over  the  years,  this  Subcommittee  has  been  among  the  Senate's  most  competent 
and  tenacious  crusaders  against  the  wasteful  use  of  taxpayer  resources.  I  applaud 
the  efforts  of  Chairman  Nunn  to  continue  in  this  tradition. 

We  are  here  to  examine  what  appear  to  be  improper  exploitations  of  the  Pell 
Grant  Program. 

Pell  Grants,  named  for  our  distinguished  colleague  fi"om  Rhode  Island,  Senator 
Claiborne  Pell,  allow  students  who  can  demonstrate  financial  need  to  obtain  an  edu- 
cation which  might  be  unavailable  otherwise. 

It  is  precisely  because  this  program  is  so  important,  that  we  must  zealously  guard 
against  misuse  of  Pell  Grant  dollars. 

Now,  more  than  ever,  we  live  in  a  world  of  limited  Federal  resources.  This  is  espe- 
cially true  with  Federal  educational  loans  and  grants. 

Every  Pell  Grant  the  Federal  Government  gives  out  unnecessarily  or  improperly 
represents  a  lost  opportunity.  Every  improper  payment  represents  a  deserving  stu- 
dent who  might  have  lost  a  chance  to  go  to  college  or  obtain  vocational  or  technical 
training. 

This  investigation,  by  attempting  to  conserve  Pell  Grant  dollars,  aspires  to  allow 
greater  numbers  of  deserving  students  seek  higher  education — or  to  continue  the 
Pell  Grant  program  at  the  same  level  of  service,  but  at  a  far  lower  cost. 

It  is  obvious  that  this  is  an  unusual  investigation  in  many  ways. 

The  issues  addressed  here  today  represent  a  complex  mix — not  only  of  educational 
issues,  or  even  of  basic  good  government  issues — but  also  of  religion,  ethnicity,  im- 
migration and  social  welfare. 

'Those  accused  of  improperly  obtaining  Pell  Grant  funding  include  organizations 
which  seek  to  assist  Jewish  immigrants  from  Russia  and  perhaps  elsewhere. 

Many  of  the  Pell  Grant  recipients  who  are  the  subject  of  tnis  investigation  are 
poor  and  elderly,  and  they  may  truly  need  assistance  as  they  seek  to  assimilate  to 
the  United  States — and  in  some  cases  to  obtain  the  basic  necessities  of  life.  Perhaps 
this  Subcommittee  will  be  able  to  steer  the  truly  needy  toward  a  more  appropriate 
avenue  of  assistance. 

I  believe  the  Subcommittee  has  made  a  genuine,  good  faith  effort  to  remain  sen- 
sitive to  these  unusual  circumstances.  I  urge  us  to  continue  to  do  so. 

Now,  having  said  that,  we  have  before  us  a  number  of  allegations  of  activity  that 
would  be  improper  under  any  circumstances — allegations  such  as: 
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•  Pell  Grant  "brokers"  who  refer  eligible  students  to  various  institutions  simply 
to  increase  Pell  Grant  funding  to  tnat  school. 

•  Fabrication  of  employment  information  and  other  information  to  allow  a  stu- 
dent to  claim  eligioility  falsely. 

•  Pell  Grant  students  who  have  no  recollection  of  attending  classes  for  which 
the  Federal  Government  paid  hundreds,  or  even  thousands,  of  dollars. 

•  Students  who  receive  Pell  Grants,  not  primarily  for  the  facilitation  of  an  edu- 
cation, but  for  personal  or  other  use. 

•  Schools  of  questionable  eligibility  for  the  Pell  Grant  program,  which  stay 
afloat  thanks  to  thousands,  and  even  millions,  of  Pell  Grant  dollars. 

These  activities,  clearly,  are  an  abuse  of  the  Pell  Grant  program. 

Annual  ftinding  for  the  Pell  Grant  program  has  skyrocketed — from  $48  million  in 
1973  to  over  $6  billion  currently. 

Frankly,  I  wonder  how  much  of  this  $6  billion  is  attributable  to  abuses  of  the  pro- 
gram under  the  inattentive  watch  of  previous  Administrations,  for  whom  education 
was  not  a  top  priority. 

I  believe  tnis  investigation  can  help  restore  credibility  to  the  Pell  Grant  program, 
and  again  I  commend  the  Chairman  for  his  leadership. 

Chairman  NUNN.  Thank  you  very  much,  Senator  Pell.  We  appre- 
ciate you  being  with  us  this  morning. 

Chairmgin  NUNN.  Our  second  witness  this  morning  is  Mr.  Rich- 
ard C.  Stiener,  the  Director  of  the  Office  of  Special  Investigations 
of  the  U.S.  General  Accounting  Office.  In  August  of  last  year,  the 
OSI  brought  these  allegations  of  abuse  to  the  Subcommittee's  at- 
tention and  have  since  been  investigating  these  allegations  at  the 
Subcommittee's  request. 

Mr.  Stiener  is  joined  by  Mr.  Clarence  Crawford,  GAO's  Associate 
Director  for  Education  and  Employment  Issues;  Mr.  Donald  Wheel- 
er, OSI's  Deputy  Director;  and  Mr.  Robert  Hast,  OSI's  Assistant  Di- 
rector in  New  York.  Mr.  Stiener,  I  understand  you  have  to  testify 
before  another  committee  in  the  House  this  morning.  If  timing  gets 
too  tight,  we  will  allow  you  to  leave.  You  will  have  to  let  us  know 
when  that  comes.  And  I  know  you  are  going  to  have  your  people 
that  would  stay  behind,  so  that  if  we  are  still  asking  questions,  we 
will  be  able  to  complete  them. 

I  want  to  thank  the  GAO  for  your  work  on  this  investigation 
which  has  been  extremely  helpful.  I  know  that  you  are  not  com- 
pleted yet,  but  a  lot  of  work  has  been  done  and  I  appreciate  and 
I  think  all  of  our  Subcommittee  appreciates  your  support.  We  look 
forward  to  having  the  results  of  your  inquiry  that  you  will  be  able 
to  share  with  us  this  morning. 

I  will  ask  all  who  are  going  to  testify  or  answer  questions  to 
please  stand  and  take  the  oath. 

Do  you  swear  the  testimony  you  will  give  for  the  Subcommittee 
will  be  the  truth,  the  whole  truth  and  nothing  but  the  truth,  so 
help  you  God? 

Mr.  Stiener.  I  do. 

Mr.  Crawford.  I  do. 

Mr.  Wheeler.  I  do. 

Mr.  Hast.  I  do. 
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TESTIMONY  OF  RICHARD  C.  STIENER,i  DIRECTOR,  OFFICE  OF 
SPECIAL  INVESTIGATIONS,  U.S.  GENERAL  ACCOUNTING  OF- 
FICE; ACCOMPANIED  BY  CLARENCE  CRAWFORD,  DIRECTOR, 
EDUCATION  AND  EMPLOYMENT  ISSUES;  DONALD  WHEELER, 
DEPUTY  DIRECTOR,  OFFICE  OF  SPECIAL  INVESTIGATIONS; 
AND  ROBERT  HAST,  ASSISTANT  DIRECTOR,  OFFICE  OF  SPE- 
CIAL INVESTIGATIONS,  NEW  YORK 

Mr.  Stiener.  Thank  you,  Mr.  Chairman.  You  mentioned  Mr. 
Crawford  who  is  with  me  today,  of  course,  and  who  is  responsible 
for  our  education  program  area.  Also  accompanying  me  is  Don 
Wheeler  who  is  my  Deputy  for  Investigations  within  our  Washing- 
ton office  and  who  was  responsible  for  the  investigation  from  our 
perspective  in  Washington.  And  also  Bob  Hast  who  is  our  Assistant 
Director  in  New  York  and  who  is  responsible  for  the  New  York  in- 
vestigation. I  would  like  to  enter  my  statement  for  the  record,  sir, 
and  my  comments  today  will  be  a  summary  of  that  statement. 

Chairman  NUNN.  Without  objection,  your  entire  statement  will 
be  part  of  the  record. 

Mr.  Stiener.  Mr.  Chairman  and  members  of  the  Subcommittee, 
we  are  pleased  to  be  here  today  to  participate  in  this  hearing  con- 
cerning the  Subcommittee's  continuing  oversight  of  the  Department 
of  Education's  Student  Financial  Assistance  program.  At  your  re- 
quest, we  investigated  to  determine  if  fraudulent  activity  and  seri- 
ous abuses  have  occurred  within  the  Federal  Pell  Grant  program, 
which  assists  low-income  undergraduate  students  in  financing  their 
postsecondary  education. 

In  brief,  as  recently  as  June  1993,  we  testified  on  participants' 
abuses  of  other  student  aid  progrgmis — the  guaranteed  student  loan 
program.  Those  abuses  included  false  student-loan  applications, 
schools  misrepresenting  their  academic  capabilities,  lenders  mak- 
ing loans  to  fictitious  students,  and  ineligible  students  receiving 
loans.  We  found  these  same  basic  abuses  in  our  ongoing  investiga- 
tion of  the  Pell  Grant  program  involving  certain  yeshivas  in  the 
New  York  City  metropolitan  area. 

The  Department  of  Education  identified  to  us  37  of  over  85  yeshi- 
vas or  yeshiva-operated  institutions  in  the  New  York  City  area. 
The  Department  was  concerned  that  the  37  were  engaging  in  po- 
tentially abusive  misconduct  involving  the  Pell  Grant  program.  In 
all  23  institutions  investigated  thus  far,2  we  have  found  some  evi- 
dence of  the  use  of  false  documents  to  support  both  the  students' 
Pell  Grant  applications  and  the  schools'  eligibility  to  participate  in 
the  Pell  Grant  program.  The  yeshivas  submitted  documentation  to 
the  Department  of  Education  for  ghost  students;  that  is,  students 
who  never  applied  for  Pell  Grants  or  individuals  who  never  en- 
rolled or  attended  the  yeshivas  that  used  their  names.  Also,  for  in- 
eligible high  school  students;  individuals  whose  biographical  infor- 
mation was  sold  to  yeshivas  by  brokers  for  use  in  obtaining  Pell 
Grants;  and  for  misrepresentation  of  their  academic  programs  and 
other  eligibility  criteria. 

The  false  documents  included  false  Pell  Grant  applications;  sup- 
porting documentation  for  the  applications,  such  as  high  school  di- 


1  The  prepared  statement  of  Mr.  Stiener  appears  on  page  199. 

2  See  Exhibit  No.  69  on  page  301. 
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plomas  and  income  verification;  academic  transcripts  and  other 
documentation  maintained  in  students'  files.  Also  involved  were 
false  documents  submitted  to  the  Depari:ment  of  Education  for  in- 
stitutional eligibility.  At  least  six  of  the  23  schools  used  brokers  to 
obtain  legitimate  information  from  actual  individuals  and  then 
used  the  information  to  obtain  Pell  Grants  from  the  Department  of 
Education. 

Between  1983  and  1993,  the  23  institutions  that  we  investigated 
obtained  over  $330  million  in  Pell  Grant  funds.  They  obtained 
about  60  percent  of  this;  that  is,  over  $197  million,  within  the  last 
3  years.  And  I  believe  our  chart  i  reflects  that  10-year  period,  in- 
cluding the  increase  of  the  last  3  years  here.  Our  case  study  con- 
cerning one  yeshiva  demonstrates  most  of  the  situations  of  Pell 
Grant  falsifications  and  abuse  that  we  found.  The  yeshiva  used 
ghost  students,  ineligible  high  school  students,  false  high  school  di- 
plomas and  admissions  applications,  and  apparent  mail  drops  to 
home  addresses  on  Pell  applications. 

It  also  submitted  unsupported  documentation  concerning  its  fi- 
nancial status  to  obtain  Pell  Grant  program  eUgibihty.  In  1984  and 
1987,  the  school  submitted  an  unaudited  financial  statement  for  a 
different  institution  to  continue  its  eligibility  to  process  and  award 
Pell  Grants.  The  Department  of  Education  accepted  those  state- 
ments and,  on  their  basis,  certified  the  school  as  financially  respon- 
sible to  continue  in  the  program.  Furthermore,  on  the  basis  of  a 
1988  financial  statement  that  reflected  a  negative  cash  position 
and  an  over  $80,000  liability  to  the  Department  itself,  the  Depart- 
ment again  determined  the  seminary  to  be  financially  responsible 
and  continued  its  eligibility  for  the  Pell  Grant  program. 

We  also  found  evidence  of  ghost  students  at  some  of  the  schools 
we  investigated.  Based  upon  recipient  interviews  and  examination 
of  school  records,  some  yeshivas  received  Pell  Grant  awards  for  in- 
dividuals who  themselves  never  applied  for  the  grants  or  never  en- 
rolled in  or  attended  the  yeshivas  that  used  their  names.  These  ye- 
shivas used  individuals'  names  and  biographical  information  to  ob- 
tain Pell  Grants,  supported  grant  appHcations  with  false  docu- 
mentation, and  used  mail  drops  as  home  addresses  to  receive  the 
applications. 

An  elderly  Russian  couple  we  interviewed  stated  that  they  had 
attended  two  yeshivas  in  the  United  States.  Yet,  three  other  yeshi- 
vas had  obtained  Pell  Grants  for  them.  According  to  their  state- 
ments to  us,  files  from  the  two  yeshivas  that  we  examined  con- 
tained false  academic  transcripts  and  other  documentation  support- 
ing the  Pell  appHcations.  Three  other  yeshivas  received  Pell  Grants 
in  the  name  of  a  Russian  woman  who  told  us  that  she  had  at- 
tended only  one  yeshiva.  We  reviewed  student  files  from  one  of 
three  yeshivas  and  found  false  transcripts,  financial  aid  records, 
and  other  documents. 

Finally,  one  Pell  recipient,  who  told  us  that  she  never  attended 
any  of  four  yeshivas  that  had  obtained  Pell  Grants  in  her  name, 
is  a  daily  outpatient  at  a  mental  health  clinic.  She  has  been  under 
long-term  care  and  her  medical  history  reflects  only  a  high  school 
education  and  no  postsecondary  education. 


1  See  chart  on  page  200. 
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On  the  basis  of  the  interviewed  recipients'  statements,  we  deter- 
mined that  materials  from  six  yeshivas  included  false  financial  aid 
records,  transcripts,  admissions  applications,  and  other  documents. 
We  submitted  certain  documents  to  the  Forensic  Services  Division 
laboratory  of  the  United  States  Secret  Service.  They  included  Pell 
applications  and  other  supporting  documents  from  student  files 
with  handwriting  exemplars  from  three  recipients.  The  laboratory 
concluded  that  the  signatures  of  14  of  the  30  analyzed  documents 
were  not  those  of  the  recipients,  i 

Some  yeshivas  used  mail  drops  or  locations  other  than  actual 
home  addresses  to  receive  the  Pell  Grant  applications  of  ghost  stu- 
dents. We  identified  63  Pell  Grant  recipients  for  five  yeshivas  who 
listed  the  home  address  on  their  applications  as  that  of  an  all-boys 
elementary  school,  even  though  many  of  the  Pell  recipients  at  this 
address  were  women  and  supposedly  of  postsecondary  age.  Another 
yeshiva  rented  a  post  office  box  that  was  then  listed  as  the  home 
address  for  over  370  Pell  Grant  recipients  at  that  school. 

Although  high  school  students  are  not  eligible  to  receive  Pell 
Grants,  four  yeshivas  certified  postsecondary  yeshiva  attendance 
by  Pell  applicants  who  were  high  school  students.  For  example,  one 
yeshiva  that  we  examined  had  at  least  30  high  school  students  in 
its  student  body  of  462  Pell  applicants. 

The  Department  of  Education  determined  that  some  of  the  Pell 
recipients  had  also  been  certified  to  the  local  school  district  as 
being  high  school  students  eligible  to  ride  on  district  school  buses 
and  receive  district  textbooks  and  library  privileges.  For  example, 
the  administrator  for  a  yeshiva  who  was  also  an  official  for  the 
high  school  located  at  the  yeshiva,  submitted  both  high  school  di- 
plomas and  yeshiva  admissions  applications  to  the  Department  of 
Education  during  a  Pell  Grant  program  review.  As  high  school  ad- 
ministrator and  reviewing  official,  he  had  signed  school  lunch  pro- 
gram applications,  letters  to  the  welfare  department,  and  Social 
Service  forms  attesting  that  some  of  the  same  students  were  en- 
rolled in  high  school  during  the  same  time  periods  when  they  were 
receiving  Pell  Grants  as  high  school  graduates. 

We  determined  that  brokers — individuals  who  for  a  commission 
or  fee,  recruit  student  financial  aid  applicants  and  applicant  infor- 
mation— are  involved  in  defrauding  the  Pell  Grant  program.  One 
brokers'  student  files  that  we  examined  contained  false  employ- 
ment and  income  verification  documents  that  were  the  basis  for 
Pell  Grant  awards.  Another  broker  offered  money  for  information 
to  be  used  on  applications  for  ghost  students.  A  third  broker  offered 
payments  of  money  to  induce  individuals  to  apply  for  Pell  Grants 
and  enroll  in  ineligible  programs. 

We  identified  a  second  broker  in  a  closed-case  file  from  a  Federal 
law  enforcement  agency.  In  consensually-monitored  conversations, 
the  broker  offered  an  informant  several  hundred  dollars  for  Pell 
Grant  applications  filled  out  for  ghost  students.  Department  of 
Education  records  disclosed  that  a  Pell  Grant  was  later  awarded  in 
the  name  of  an  individual  whose  biographical  information  had  been 
provided  to  the  broker  by  the  informant.  A  yeshiva  received  Pell 
Grants  to  offset  the  recipient's  alleged  academic  costs  and  main- 


^  Exhibit  No.  6  retained  in  Committee  files. 
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tained  an  academic  record  for  the  purported  student.  The  record 
Usted  classes,  grades,  and  other  enrollment  information.  However, 
when  we  interviewed  the  purported  student,  she  told  us  that  she 
had  never  attended  or  heard  of  the  school  and  had  never  applied 
for  a  Pell  Grant. 

We  reviewed  approximately  50  applications  for  Pell  Grants  for 
students  of  a  4-year  private  college.  We  learned  that  the  college 
had  entered  into  an  agreement  with  eight  yeshivas  to  provide  a  3- 
year  Associate  of  Arts  degree  under  the  auspices  of  the  college. 
These  eight  off-site  schools  maintained,  in  total,  44  locations  in 
New  York  City  to  provide  instruction  to  a  largely  immigrant  popu- 
lation. 

According  to  the  college's  course  catalog,  a  program  for  an  Associ- 
ate of  Arts  degree  requires  64  credits  with  a  minimum  of  48  credits 
in  liberal  arts  courses.  Further,  the  program  syllabi  provided  by 
the  yeshivas  to  the  college  indicated  that  eight  English  courses 
were  to  be  taken  in  the  first  two  semesters.  These  were  to  be  fol- 
lowed by  other  courses,  including  philosophy,  political  science,  art 
history,  human  biology,  and  music.  However,  according  to  the 
seven  students  we  interviewed  who  were  participating  in  the  col- 
lege's off-site  programs,  they  were  primarily  provided  with  English 
classes  and  a  small  complement  of  Jewish  history  and  culture. 

We  also  determined  that  14  Pell  recipients  from  the  college's  off- 
site  programs  had  received  Pell  Grants  in  their  names  for  at  least 
three  other  yeshivas.  However,  when  we  interviewed  4  of  these  14 
students,  they  stated  that  they  had  not  attended  the  college's  ye- 
shiva-operated  off-site  programs.  Yet,  the  college's  off-site  programs 
made  them  ghost  students  by  maintaining  student  files  for  them 
that  included  academic  transcripts  and  financial  aid  applications. 

Schools  participating  in  the  Pell  Grant  program  must  sign  an 
agreement  acknowledging  that  they  meet  certain  criteria,  including 
academic  accreditation  and  financial  certification.  However,  accord- 
ing to  our  September  1991  report  on  student  financial  aid,  the  De- 
partment has  failed  to  adequately  screen  or  review  schools  for  par- 
ticipation eligibility.  Nothing  we  have  seen  in  our  current  inves- 
tigation would  indicate  that  this  has  changed. 

One  of  the  first  lines  of  defense  in  deahng  with  problems  in 
schools  participating  in  the  Pell  Grant  program,  or  any  student  aid 
program,  is  to  have  strong  gatekeeping  procedures  for  ensuring 
that  only  schools  that  are  able  to  provide  the  education  they  adver- 
tise can  participate,  and  can  continue  to  participate,  in  the  pro- 
grams. Such  procedures  include  licensing,  accreditation,  eligibility, 
and  certification  requirements  for  the  schools. 

Some  of  these  procedures  were  included  in  the  1992  Amendments 
of  the  Higher  Education  Act,  although  they  were  not  in  effect  when 
the  Department  approved  the  schools  that  were  included  in  our  in- 
vestigation. For  example,  the  amendments  provide  that  an  institu- 
tion will  lose  its  eligibility  if  more  than  85  percent  of  its  revenues 
come  from  Federal  student  aid  sources,  such  as  Pell  Grants  and 
guaranteed  student  loans.  Further,  provisions  in  the  1992  amend- 
ments call  for  strengthening  relationships  between  the  Depart- 
ment, States,  and  accrediting  organizations.  Part  H  of  the  Higher 
Education  Act,  among  other  things,  defines  a  minimum  set  of  re- 
view standards  that  accrediting  organizations  must  follow.  The  De- 
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partment  and  each  State  are  to  enter  into  an  agreement  to  conduct 
or  coordinate  the  review  of  institutions  in  the  State  that  are,  or 
want  to  be,  eligible  to  participate  in  Federal  student  aid  programs. 

These  regular  reviews  are  a  step  toward  eliminating  or  limiting 
the  possibility  that  the  abuse  of  practices  we  found  in  our  inves- 
tigation will  continue  or  occur  at  all.  Indeed,  we  believe  the  1992 
amendments  are  a  good  start  for  strengthening  the  Department's 
approval  of  schools.  However,  the  Department  must  begin  to  dem- 
onstrate much  needed  leadership  in  marshaling  its  own  resources 
and  enlisting  the  support  of  the  States  to  protect  students  and  the 
Federal  investment  in  student  fin£incial  assistance  programs. 

This  concludes  our  prepared  statement,  Mr.  Chairman.  I'm  avail- 
able for  questions. 

Chairman  NuNN.  Thank  you,  Mr.  Stiener.  I  know  you  are  going 
to  have  to  leave.  I  assume  that  the  others  are  going  to  be  able  to 
remain  and  answer  questions.  You  have  approximately  50  minutes. 
Have  you  got  that  long? 

Mr.  Stiener.  I  have  got  about  a  half  an  hour,  I  think. 

Chairman  NUNN.  I  will  ask  the  Senators  to  try  to  direct  our 
questions  to  you  and  then,  I  assume,  that  Mr.  Wheeler  and  Mr. 
Hast  and  Mr.  Crawford  will  be  able  to  remain. 

Mr.  Stiener.  Oh  yes. 

Chairman  NUNN.  You  mentioned  on  page — I  am  not  sure,  your 
pages  are  not  numbered,  but  one  of  the  pages  of  your  testimony, 
I  believe  it  is  page  6.  Yes,  page  6,  down  at  the  bottom  paragraph, 
"As  high  school  administrator  and  reviewing  official,  he  had  signed 
school  lunch  program  applications,  letters  to  the  welfare  depart- 
ment, and  Social  Service  forms  attesting  that  some  of  the  same  stu- 
dents were  enrolled  in  high  school  during  the  same  time  periods 
when  they  were  receiving  Pell  Grants  as  high  school  students." 

You  did  not  put  a  name  in  here  or  a  school.  Do  you  have  that? 

Mr.  Stiener.  I  believe  we  do,  yes.  Mr.  Hast  can  furnish  that 
name. 

Chairman  NUNN.  Mr.  Hast? 

Mr.  Hast.  Yes,  we  do.  It  is  Beth  Rochel  School  in  Monsey,  New 
York,  and  it  is  Rabbi  Rosenbaum's  school. 

Chairman  NuNN.  Did  you  interview  him? 

Mr.  Hast.  We  attempted  to  depose  him  i  and  he 

Chairman  NuNN.  Did  he  cooperate? 

Mr.  Hast.  He  did  not. 

Chairman  NuNN.  Mr.  Stiener,  some  people  have  asked,  and  I  as- 
sume that  perhaps  this  question  will  be  asked  again,  why  these 
particular  orthodox  schools  are  the  subject  of  investigation?  How 
did  you  first  decide  to  undertake  your  inquiry  with  these  particular 
schools? 

Mr.  Stiener.  We  are  responsible  within  GAO  for  investigating 
and  ferreting  out  fraud,  waste,  and  abuse  as  examples  of  pro- 
grammatic or  systemic  problems  that  demonstrate  a  need  for 
change  in  the  Government.  Of  course,  we  service  the  Congress  this 
way  and,  directly,  the  Committees  and  we  also  support  ongoing 
work  of  our  divisions.  We  like  to  concentrate  our  efforts  in  the  high 
risk  areas  identified  by  GAO.  And  one  of  those  high  risk  areas  is, 


1  Exhibit  No.  7  retained  in  Committee  files. 
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of  course,  the  student  loan  program.  Our  investigators  in  New 
York — in  fact,  the  New  York  regional  office — in  the  interest  of  iden- 
tifying case  specific  examples,  contacted  the  Department  of  Edu- 
cation in  New  York.  In  their  review  process,  they  had  determined 
that  these  particular  schools  were  problems  or  potential  problems. 
So  we  concentrated  our  investigation  in  that  area. 

We  did  not  target,  if  your  question  is  leading  to  that  area,  a  par- 
ticular school  or  a  particular  ethnic  group.  We  did  not  know  what 
we  would  find  when  we  asked  those  questions.  We  had  intended, 
in  fact,  to  look  at  other  schools  in  the  New  York  metropolitan  area 
and  to  extend  our  investigation  to  other  metropolitan  areas.  Unfor- 
tunately, the  obstacles  that  were  placed  in  front  of  us  during  this 
investigation  prevented  us  from  pursuing  those  avenues.  We  had 
hoped  to  be  able  to  testify  on  a  number  of  various  schools. 

Chairman  NuNN.  Now  when  you  mention  obstacles,  in  their 
statement,  we  will  hear  it  later  this  morning,  our  Subcommittee 
Staff  describes  the  lack  of  cooperation  they  received  during  their 
investigation  of  several  ultra-orthodox  Jewish  schools  to  wit, 
quoting  from  that  Staff  statement: 

Community  religious  leaders  prohibited  members  of  the  community  from 
talking  with  the  Staff,  effectively  stifling  all  investigation.  When  we  at- 
tempted to  depose  key  officers,  director  and  employees  of  the  schools,  all  of 
these  key  personnel  asserted  their  fiflh  amendment  protection  against  self- 
incrimination. 

Did  the  GAO  encounter  similar  problems  during  the  course  of 
your  investigation? 

Mr.  Stiener.  Yes,  sir.  We  would  agree  with  that,  especially  spe- 
cifically with  the  school  administration  people,  directors  of  the 
schools.  When  we  first  started  the  investigation,  however,  from  the 
student  population,  we  were  able  to  interview  a  number  of  stu- 
dents. However,  as  the  investigation  continued  and  word  got  out 
that  we  were  conducting  the  investigation,  we  were  not  able  to 
speak  with  the  students.  They  did  not  wish  to  speak  with  us  either. 

Chairman  NUNN.  You  did  some  interviewing  of  students;  is  that 
right?  Last  year  you  did  interviews  of  several  students  in  the  Ju- 
daic Studies  schools.  They  were  conducted  in  the  students'  homes, 
as  I  understand  it.  Is  this  routine  investigative  procedure  or  is  this 
something  unusual? 

Mr.  Stiener.  No,  it  is  routine  investigative  procedure,  sir.  We  try 
to  interview 

Chairman  NUNN.  Could  you  describe  those  interviews  and  what 
you  were  attempting  to  do? 

Mr.  Stiener.  Yes.  I  can  let  Mr.  Wheeler  comment  on  that. 

Chairman  NuNN.  Mr.  Wheeler,  talk  right  into  the  mike,  if  you 
would.  These  mikes  are  sensitive,  but  you  have  to  talk  directly  into 
them. 

Mr.  Wheeler.  Mr.  Chairman,  not  only  are  witness  interviews 
routine,  but  they  are  crucial  to  any  investigation  and  that  was  par- 
ticularly so  in  this  investigation.  Very  early  on,  based  upon  the  in- 
formation that  we  received  from  the  Department  of  Education,  it 
was  apparent  to  us  or  we  had  a  high  level  of  suspicion,  that  the 
schools,  the  institutions  themselves,  were  engaged  in  suspected  im- 
propriety. For  that  reason,  we  felt  a  need  to  interview  students 
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away  from  the  institutions,  in  a  situation  that  would  afford  them 
some  comfort  and  avoid  possibilities  of  improper  influence. 

Our  initial  efforts  were  met  with  success.  The  students  willingly 
responded  to  our  questions.  We  believe  in  most  instances  they  were 
candid  and  truthful  in  what  they  told  us.  And  what  a  number  of 
students  told  us  was  that  they  were  not  aware  that  Pell  Grants 
had  been  awarded  in  their  names.  In  fact,  the  students  in  many 
instances,  were  not  even  aware  of  the  schools  in  which  they  were 
purportedly  enrolled.  This  information  bolstered  our  initial  sus- 
picions concerning  the  schools,  as  well  as  our  decision  to  interview 
students  in  their  homes. 

Chairman  NUNN.  So  you  were  running  into  students  that  did  not 
know  that  they  had  ever  applied  for  a  Pell  Grant  or  that  a  Pell 
Grant  had  been  made  in  their  name;  is  that  right? 

Mr.  Wheeler.  Yes,  Mr.  Chairman. 

Chairman  NuNN.  And  they  did  not  know  that  they  were  sup- 
posed to  be  enrolled  in  schools  where  they  were  actually  purport- 
edly enrolled? 

Mr.  Wheeler.  A  number  of  students  that  we  interviewed  were 
not  even  aware  of  the  schools  where  they  allegedly  were  in  attend- 
ance. 

Chairman  NuNN.  Did  you  interview  many  students  in  their 
homes? 

Mr.  Wheeler.  Most  of  the  students  that  we  were  successful  in 
interviewing  were  interviewed  in  their  homes.  They  met  us  very 
willingly  and  voluntarily  responded  to  our  questions. 

Chairman  NuNN.  Do  you  call  in  advance  for  appointments  like 
that  or  do  you  just  knock  on  the  door?  How  do  you  arrange  those 
interviews? 

Mr.  Wheeler.  Mr.  Chairman,  we  do  not  provide  advance  notice. 
We  do  not  do  that  because  of  our  concerns  of  individuals  getting 
together  and  structuring  their  answers.  In  fact,  once  the  investiga- 
tion became  known  both  the  schools  and  community  leadership  ex- 
pressed concern.  We  ran  into  some  instances  in  which  it  was  ap- 
parent to  us  that  responses  were  plginned,  rehearsed,  and  struc- 
tured responses. 

Chairman  NuNN.  When  did  that  happen?  For  a  while  you  say 
you  got  cooperation  from  the  students  and  then  what  happened? 

Mr.  Wheeler.  Once  our  interviews  became  known,  the  schools 
and  attorneys  representing  community  leaders  contacted  the  De- 
partment of  Education  and  complained  2aid  asked  that  the  inter- 
views stop.  At  that  point,  they  were  not  aware  of  the  Subcommit- 
tee's investigation  and  our  assistance  to  the  Subcommittee  in  that 
effort.  The  Department  of  Education  contacted  Subcommittee  Staff 
concerning  the  request  and  as  a  result,  the  response  back  to  the 
attorneys  representing  the  schools  was  that  the  interviews  would 
continue. 

Chairman  NuNN.  Did  you  ever  attempt  to  have  the  schools  ar- 
range for  interviews  of  the  students  at  the  school?  Did  you  ask  the 
schools  to  cooperate? 

Mr.  Wheeler.  Yes,  Mr.  Chairman,  we  did.  As  a  result  of  the  con- 
cern of  school  and  community  leaders,  we  entered  into  an  arrange- 
ment with  their  attorneys  in  which  we  would  schedule  the  inter- 
views through  the  attorneys.  We  selected  an  initial  five  students  to 
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be  interviewed  in  our  New  York  City  office.  Of  the  five,  only  two 
showed  up.  At  the  conclusion  of  the  interviews,  we  asked  the  stu- 
dents to  provide  us  a  written  statement  of  what  they  had  told  us. 
They  asked  to  do  this  at  home  and  assured  us  that  they  would 
send  us  the  affidavits.  We  have  yet  to  receive  them. 

The  attorneys  told  us  that  they  were  unable  to  locate  the  other 
three  students.  Subsequently,  our  investigation  determined  that  at 
least  one  of  these  three  students  is  a  daily  outpatient  in  a  mental 
health  clinic  with  a  high  school  education  who  was  unaware  that 
Pell  Grants  had  been  awarded  in  her  name  at  four  yeshivas. 

Chairman  NUNN.  Regarding  Beth  Rochel  Seminary's  participa- 
tion in  the  Pell  Grant  program,  are  you  familiar  with  that? 

Mr.  Wheeler.  Yes,  Mr.  Chairman. 

Chairman  NuNN.  Did  you  find  evidence  that  the  Department  of 
Education  certification  and  eligibility  determinations  for  this 
school's  participation  were  inadequate?  What  did  you  find  in  that 
regard? 

Mr.  Wheeler.  Mr.  Chairman,  I  would  like  to  turn  that  over  to 
Mr.  Hast.  I  think  he  would  be  helpful. 

Mr.  Hast.  We  discovered  that  the  Department  of  Education  had 
accepted  and  relied  upon  a  financial  statement  fi'om  the  Beth 
Rochel  School  for  Girls,  not  the  seminary.  The  Beth  Rochel  School 
for  Girls  is  an  elementary  and  high  school  co-located  at  the  site 
that  the  seminary  occupies.  The  statement  for  the  school  for  girls 
had  the  normal  expenses  that  you  would  expect  with  an  elemen- 
tary and  high  school — books,  transportation,  food,  things  that  you 
would  not  consider  to  be  associated  with  a  home  study  or 
mentoring  program. 

Chairman  NuNN.  So  the  Department  of  Education  was  relying  on 
a  finEuicial  statement  of  a  school  that  was  not  the  school  really  ap- 
plying? 

Mr.  Hast.  Yes.  And  then  in  1988,  they  demanded  an  audited 
statement  from  an  accountant.  When  that  audited  statement  came, 
it  was  for  the  Beth  Rochel  Seminary.  They  then  compared  the  sem- 
inary statement  to  the  school  for  girls'  statement  which  was  sub- 
stantially different  and  still  found  them  qualified  and  allowed  them 
to  be  recertified  into  the  program  and  they  drew  down  over  $3  mil- 
lion worth  of  Pell  funds  before  being  removed  from  the  program 
again. 

Chairman  NuNN.  Mr.  Crawford,  the  Higher  Education  Act  con- 
tains provisions  for  terminating  the  participation  in  the  student 
loan  program  of  schools  which  have  a  high  default  rate.  Does  this 
affect  their  Pell  Grant  eligibility  if  they  are  cut  off  because  of  high 
default  rate  on  student  loans? 

Mr.  Crawford.  Not  under  statute,  Mr.  Chairman.  Even  with  the 
statute  as  it  relates  to  the  loan  programs,  the  Secretary  has  discre- 
tion on  a  case-by-case  basis  to  grant  a  waiver,  so  to  speak.  What 
the  Department  does  have  though  is  a  set  of  regulations  that  allow 
the  Secretary  to  not  only  remove  them  from  Pell  Grant  but  from 
other  Title  IV  aid  as  well. 

Chairman  NuNN.  Are  those  implemented  by  the  Department  of 
Education,  those  powers? 

Mr.  Crawford.  I  am  not  sure,  Mr.  Chairman.  I  know  that  is 
what  they  are  working  towards  doing. 


25 

Chairman  NUNN.  You  do  not  know  of  cases  where  they  have  done 
that  then? 

Mr.  Crawford.  Not  that  I  am  aware  of,  no,  sir. 

Chairman  NuNN.  I  beheve  you  are  the  Director  of  GAO's  Edu- 
cation Evaluation  OfRce;  is  that  right? 

Mr.  Crawford.  Yes,  sir. 

Chairman  NUNN.  Are  you  surprised  at  the  findings  of  both  this 
investigative  group  of  GAO,  as  well  as  our  Subcommittee? 

Mr.  Crawford.  Unfortunately,  no,  Mr.  Chairman.  I  guess  the 
thing  that  is  surprising  here  is  the  extent  of  the  alleged  abuse  and 
questionable  activity.  But  the  Inspector  General's  office  has  re- 
ported in  the  past — we  would  like  to  give  this  Subcommittee  copies 
of  that  work,  especially  in  the  accrediting  area,  that  was  done  a 
few  years  ago — on  how  the  accrediting  organizations  were  essen- 
tially accrediting  anyone  that  showed  up.  The  reaccreditations  were 
pretty  much  pro  forma.  Those  kinds  of  changes  have  been  placed 
into  the  1992  amendments,  and  hopefully  will  help  to  reduce  those 
problems.  But  this  is  not  surprising. 

Chairman  NuNN.  In  other  words,  the  problems  have  been  there 
for  quite  a  while  and  you  are  not  surprised  by  this? 

Mr.  Crawford.  That  is  correct,  Mr.  Chairman. 

Chairman  NuNN.  How  far  along  is  the  Department  of  Education 
in  correcting  these  abuses  both  in  the  Pell  Grant  program  and  the 
student  loan  program? 

Mr.  Crawford.  The  Department  is  working  along  in  doing  that. 
The  last  couple  of  years,  the  Department  has  been  making  progress 
in  these  areas.  But  a  couple  of  important  things  to  note.  One,  these 
are  enormously  complex  problems.  Two,  the  gatekeeping  problems 
that  were  described  here  are  also  the  same  kinds  of  problems  that 
are  apparent  when  you  look  at  the  student  loan  program  which  Mr. 
Stiener  mentioned  is  a  high  risk  area  for  GAO. 

So  these  are  the  kinds  of  thorny  issues  that  the  Department  is 
going  to  have  to  work  through.  And  these  are  the  kinds  of  problems 
that  would  also  be  apparent  in  a  direct  lending  program.  So  time 
spent  working  through  the  gatekeeping  problems  here  will  be  bene- 
ficial, because  it  will  affect  the  other  programs  as  well. 

Chairman  NuNN.  Do  you  think  the  Department  is  now  prepared 
to  be  able  to  successfully  implement  a  direct  lending  program? 

Mr.  Crawford.  I  think  the  Department  is  beginning  to  build  its 
resources  and  move  in  that  direction.  Has  it  turned  the  comer?  No, 
sir,  it  has  not.  There  is  a  lot  to  be  done.  These  are  enormously  com- 
plex problems  for  the  Department  to  have  to  wrestle  with.  It  seems 
to  be  moving  in  the  direction  of  hiring  very  capable  senior  people. 
But  in  addition  to  just  the  money,  one  of  the  key  things  the  De- 
partment has  to  do  is  to  actually  demonstrate  leadership  in  correct- 
ing some  of  these  problems.  Some  of  these  things,  the  States  have 
been  moving  toward  and  doing  for  some  time,  like  outcomes — look- 
ing at  outcome  measures,  surety  bonds,  and  others. 

Chairman  NUNN.  Senator  Cohen. 

Senator  CoHEN.  I  was  just  going  to  ask 

Chairman  NUNN.  Would  somebody  check  and  tell  us — we  have 
got  six  lights  up  there.  Are  we  having  a  vote?  Let  Staff  check.  Sen- 
ator Cohen,  go  ahead. 
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Senator  Cohen.  I  was  just  going  to  ask  you,  Mr.  Crawford,  does 
leadership  cost  money? 

Mr.  Crawford.  No,  I  do  not  think  so.  I  think  that  there  are 
areas  where  the  Department  could  benefit  from  increased  re- 
sources. But  I  think  the  key  ingredient — resources,  improved  tech- 
nology merely  provides  you  with  an  opportunity  to  do  something. 
The  leadership  is  what  is  needed  to  actually  carry  that  out. 

Senator  Cohen.  But  the  short  answer  to  Senator  Nunn's  ques- 
tion is  that  the  Department  is  not  in  a  position  at  this  time  to  su- 
pervise properly  or  manage  properly  the  direct  loan  program? 

Mr.  Crawford.  The  Department  is  building  towards  that. 

Senator  COHEN.  As  of  this  moment,  they  are  not  capable  of  doing 
that? 

Mr.  Crawford.  At  this  moment? 

Senator  COHEN.  They  are  building  toward  it.  They  are  moving  in 
the  right  direction.  However,  as  we  move  in  the  right  direction,  we 
are  losing  millions  of  dollars. 

Mr.  Crawford.  It  would  be  hard  for  me  to  say.  We  are  intending 
to  monitor  this  very  closely  because  of  the  concerns.  If  you  will  just 
allow  me  to  elaborate  just  a  minute,  one  of  the  things  that  the  De- 
partment does  have  to  its  benefit  is  that  in  planning  the  pilot  of 
the  direct  loan  program,  many  of  the  steps  that  are  necessary  to 
carry  out  the  phased  implementation  are  the  same  kinds  of  things, 
so  they  have  a  running  start.  It  is  something  that  we  are  all  going 
to  have  to  watch  very,  very  carefully,  because  there  are  a  lot  of  dol- 
lars at  stake.  There  are  issues  of  access  for  students  and  the  finan- 
cial concerns  for  the  Government. 

Senator  COHEN.  Thank  you.  Mr.  Chairman,  I  understand  that 
when  the  Subcommittee  tried  to  carry  out  its  investigation,  there 
were  accusations  that  the  Committee  was  prejudiced,  or  perhaps 
even  GAO  was  prejudiced  in  its  investigation,  either  by  targeting 
these  particular  schools  for  investigation  and/or  accusation,  or  in 
the  way  in  which  the  investigation  was  carried  out.  I  would  like  to 
say  for  myself,  I  do  not  care  what  the  affiliation  is  of  the  institu- 
tion. As  long  as  those  institutions  are  receiving  Federal  dollars  or 
taxpayer  dollars,  they  are  subject  to  this  type  of  investigation  and 
the  charge  of  prejudice  is  not  going  to  carry  much  weight  with  me, 
and  I  suspect  not  with  other  members  of  the  Committee. 

As  long  as  it  is  clear  that  these  institutions  are  not  being  singled 
out,  we  are  going  to  continue  the  investigations  into  nonprofit  insti- 
tutions, proprietary  trade  schools,  nonprofit  4-year  universities 
and,  the  entire  spectrum  of  the  educational  system.  But  no  one,  in 
any  circumstance,  is  going  to  be  in  a  position  of  claiming  that 
somehow  this  is  the  result  of  a  prejudicial  attempt  to  in  any  way 
stigmatize  their  schools. 

I  was  concerned,  for  example,  that  when  the  Committee  Staff 
subpoenaed  the  records  from  four  or  five  particular  schools,  one  of 
the  schools  said  it  could  not  locate  its  records.  It  subsequently 
closed.  Another  school,  upon  having  received  the  subpoena,  had  a 
mysterious  fire.  Officials  said  that  they  found  no  evidence  of  any 
large  scale  destruction  of  documents.  This  is  the  kind  of  behavior 
that  is  not  going  to  be  acceptable,  as  far  as  this  member  is  con- 
cerned and,  I  suspect,  not  by  most  who  serve  on  this  Committee. 
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I  was  going  to  ask  you,  Mr.  Stiener,  when  you  started  to  inter- 
view the  students,  did  you  look  at  their  financial  condition,  as  well? 
In  other  words,  would  they  have  been  students  who  would  have 
been  in  a  financial  position  to  have  qualified  for  a  Pell  Grant  or 
had  been  in  need  of  other  financial  assistance?  Did  you  make  any 
inquiry  beyond  whether  or  not  they  had,  in  fact,  applied  for  aid? 

Mr.  Stiener.  That  would  be  more  appropriately  answered  by  Mr. 

Hast,  sir. 

Mr.  Hast.  We  did  not  conduct  a  formal  review  of  their  finances, 
such  as  subpoenaing  back  records  and  so  forth.  Just  by  general  ob- 
servation, I  would  say  the  students  that  we  interviewed  for  the 
most  part  would  have  been  eligible.  Although  there  were  some  that 
probably  would  not. 

Senator  Cohen.  On  page  9  of  your  statement,  you  found  that 
high  school  students  were  receiving  Pell  Grants  at  four  yeshivas. 
At  one  of  them,  there  were  30  high  school  students  receiving  Pell 
Grants.  How  was  this  possible?  High  school  students,  as  I  under- 
stand it,  are  not  eUgible  for  Pell  Grants.  How  was  it  possible  that 
you  had  30  high  school  students  listed  as  receiving  Pell  Grants  at 
one  yeshiva? 

Mr.  Hast.  All  of  the  necessary  applications  and  forms  were  filled 
out  in  order  to  obtain  a  Pell  Grant  at  the  school  and  sent  to  the 
Department  of  Education.  During  reviews  by  the  Department  of 
Education  postsecondary  review  group  in  New  York,  they  deter- 
mined that  some  of  these  students  that  were  receiving  Pell  Grants 
were  also  on  busing  lists  for  the  county  in  New  York  that  the 
school  was  in,  stating  that  they  were  high  school  students  for  pur- 
poses of  transportation,  for  purposes  of  using  library  services,  and 
for  the  purpose  of  public  schools  providing  school  books. 

We  took  that  a  step  further  and  with  the  cooperation  of  the  De- 
partment of  Agriculture's  school  lunch  program,  determined  that  a 
number  of  these  students  were  also  hsted  by  the  school  as  receiving 
school  lunches.  And  in  fact,  we  accompanied  the  Department  of  Ag- 
riculture on  its  school  lunch  review,  and  some  of  the  very  students 
that  were  supposedly  in  a  home-mentoring,  home-study  type  pro- 
gram were  there  that  day  eating  lunch  in  the  school  cafeteria  listed 
as  high  school  students.  We  then  went  to  the 

Chairman  NUNN.  Senator  Cohen,  I  hate  to  interrupt.  We  have 
got  about  3  minutes  left  on  a  vote.  So  we  better  take  about  a  10- 
minute  break  and  come  back  right  at  this  point.  Mr.  Stiener,  if  you 
have  to  leave  in  the  meantime,  if  you  will  leave  your  other  people 
here,  we  will  come  back  and  ask  them  questions.  Thank  you. 

[Recess.] 

Chairman  NuNN.  Senator  Cohen. 

Senator  CoHEN.  Thank  you,  Mr.  Chairman.  I  just  have  a  few 
more  questions.  I  am  not  sure  to  whom  I  should  properly  address 
this  question.  Perhaps  Mr.  Crawford  or  Mr.  Hast.  What  happened 
when  your  office  spoke  to  the  Department  of  Education  about  the 
case  where  there  were  63  Pell  Grant  apphcants  listed,  with  an  all 
boys'  elementary  school  as  the  home  address?  Are  you  familiar  with 
that  one? 

Mr.  Hast.  Yes,  I  am. 

Senator  COHEN.  What  was  the  response  of  the  Department?  How 
was  this  possible? 
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Mr.  Hast.  The  Department  postsecondary  review  people  brought 
that  to  our  attention  from  a  computer  run  on  addresses  of  Pell 
Grant  students.  We  then  went  to  the  school  in  order  to  determine 
if  it  was  a  situation  where  people  may  be  Uving  there.  We  went  to 
the  school  principal  and  he  told  us  that  he  wanted  to  talk  to  his 
attorney  and  would  get  back  to  us.  Being  in  the  school,  although 
we  did  not  inspect  the  entire  school,  it  was  an  operating  elemen- 
tary school,  and  did  not  appear  to  have  any  type  of  a  residence  ca- 
pacity. 

Senator  COHEN.  When  the  students  found  out  that  their  names 
were  being  used  without  their  knowledge,  as  far  as  being  appli- 
cants for  Pell  Grants,  did  they,  to  your  knowledge,  contact  the 
schools  about  the  situation  or  did  the  schools  contact  them?  What 
happened,  as  far  as  you  know? 

Mr.  Hast.  I  do  not  have  Einy  direct  knowledge  of  students  con- 
tacting schools  or  schools  contacting  students.  At  the  end  of  this 
portion  of  the  investigation,  it  became  obvious  that  some  of  the  stu- 
dents knew  we  were  coming  and  had  been  prepped  with  answers. 
The  answers  changed  significantly  towards  the  end  of  our  inves- 
tigation. 

Senator  COHEN.  After  they  acquired  their  attorneys  or  obtained 
their  attorneys,  did  they  become  more  or  less  cooperative? 

Mr.  Hast.  The  only  students  that  we  ever  spoke  to  with  attor- 
neys had  attorneys  obtained  by  the  school.  And  we  provided  the 
names  of  the  students  to  the  school  and  the  school  then  said  that 
the  attorney  would  come  with  the  students  for  our  interviews.  The 
first  time  that  happened,  we  had  secured  an  interpreter.  No  one 
showed  up.  We  then  negotiated  further  and  the  second  time,  two 
out  of  five  students  came  with  an  attorney  at  which  time  they  were 
interviewed.  However,  they  agreed  to  provide  affidavits.  We  pro- 
vided am  affidavit  to  them  for  correction  and  that  was  many 
months  ago,  and  those  affidavits  still  have  not  been  returned. 

Senator  Cohen.  Just  very  briefly,  I  am  not  sure  which  witness 
made  the  reference — but  the  reference  was  made  to  brokers  or  le- 
gitimately contacting  brokers,  I  am  not  sure  exactly  what  the  phra- 
seology was.  But  tell  me  about  how  brokers  are  used  in  this  par- 
ticular case?  Do  brokers  contact  schools  and  say,  I  would  like  to 
work  on  your  behalf  to  secure  Pell  Grant  applications  for  students 
who  would  like  to  come  here,  or  do  the  schools  contact  brokers  who 
may  or  may  not  be  interested  in  taking  advantage  of  abusing  the 
Pell  Grant  system? 

How  does  that  work.  No.  1,  and  No.  2,  what  is  your  opinion 
about  the  propriety  of  using  brokers  to  secure  Pell  Grant  applica- 
tions and  grants? 

Mr.  Hast.  I  believe  that  in  the  latest  Department  of  Education 
regulations,  although  I  could  not  quote  the  cite,  it  is  no  longer  legal 
for  schools  to  use  brokers  in  order  to  obtain  students. 

Senator  COHEN.  Is  that  by  regulation  or  by  statute? 

Mr.  Crawford.  I  believe  it  is  by  statute,  Senator  Cohen. 

Mr.  Hast.  But  in  the  investigation  that  we  conducted  in  the  first 
case,  the  Immigration  Department  arrested  and  raided  an  immi- 
gration facilitator.  In  New  York  there  are  people  that  help  the  im- 
migrants coming  in  to  obtain  all  the  necessary  documentation  and 
get  into  the  various  programs  that  they  are  eligible  to  participate 
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in.  This  individual  when  he  was  rgiided,  had  a  great  deal  of  records 
seized.  Part  of  those  records  showed  that  for  almost  everyone  that 
he  worked  with,  there  was  a  Pell  Grant  file.  The  U.S.  Attorney's 
office  in  the  Southern  District  of  New  York,  knowing  about  our  in- 
vestigation, asked  us  if  we  would  be  interested.  We  then  talked  to 
Immigration  and  obtained  the  Pell  Grant  type  documents. 

We  went  out  then  and  interviewed  many  of  the  people  whose 
names  were  in  these  files.  Some  of  them  did  not  know  that  they 
had  received  a  Pell  Grant.  Others— while  they  knew  they  were 
going  to  a  school— did  not  realize  they  were  receiving  Federal  aid. 
Many  of  the  documents  in  there  were  things  such  as  letters  from 
employers  stating  that  the  individual  was  employed  and  how  much 
money  that  individual  was  making.  When  we  went  to  those  em- 
ployers, they  said  that  the  letterhead  was  false;  that  the  signature 
on  the  document  was  not  theirs;  and  that  in  some  cases  the  indi- 
viduals never  worked  there  and  in  other  cases,  that  the  amount  of 
money  that  the  document  said  they  made  was  not  correct.  So  basi- 
cally many  of  the  documents  were  false  for  obtaining  Pell  Grants. 

We  also  found  in  the  files  of  this  broker,  checks  from  one  of  the 
schools  that  we  investigated  for  $250  for  many  of  the  individuals. 
When  we  interviewed  the  secretary  of  this  broker,  i  she  stated  that 
she  and  the  broker  would  sign  the  names  of  the  employers  on  these 
employment  letters  and  that  she  would  make  up  the  letterhead 
many  times  from  business  cards  and  that  she  would  put  in  the  in- 
formation that  the  broker  asked  her  to  put  in.  She  said  the  broker 
would  then  give  her  Pell  applications  in  blank  and  a  file  from  the 
Immigration  individuals  and  she  would  then  fill  out  the  Pell 
Grants.  Some  of  those  were  signed  in  blank;  some  of  them  were  not 
signed,  but  were  signed  later.  This  individual  was  negotiating  to 
cooperate  when  he  fled  the  country.  And  he  was  negotiating  to  co- 
operate on  Pell  Grant  fraud,  saying  he  could  give  other  brokers  and 
other  schools  that  were  involved.  He  then  fled. 

Senator  COHEN.  Do  you  have  an  opinion  as  to  whether  or  not  this 
type  of  fraud  and  abuse  is  unique  to  either  New  York  City,  to  the 
religious  institutions  who  are  under  examination  or  investigation 
or  is  it  more  endemic?  Do  you  surmise  that  this  problem  is  Nation- 
wide or  is  it  confined  to  certain  regions  or  to  specific  types  of  insti- 
tutions or  is  it  much  bigger  than  what  we  see  here  on  these  charts? 

Mr.  Hast.  I  believe  it  is  probably  bigger  than  we  see  here,  al- 
though we  have  not  conducted  sufficient  investigation.  But  in  going 
back  to  prior  investigations,  I  think  Nationwide,  we  had  found  that 
there  were  individuals  that  were  going  out  and  finding  students 
and  separate  schools  for  a  commission. 

Senator  Cohen.  Do  you  have  £uiy  idea  of  how  many  institutions 
have  over  85  percent  of  their  revenues  coming  from  Federal 
sources? 

Mr.  Hast.  No,  I  do  not. 

Senator  COHEN.  Was  that  any  part  of  the  investigation? 

Mr.  Hast.  No,  I  do  not  have  that  information. 

Senator  COHEN.  That  is  all  I  have,  Mr.  Chairman. 

Chairman  NuNN.  Thank  you,  Senator  Cohen.  A  couple  of  follow- 
up  questions.  You  used  the  term  yeshiva  several  times  relating  to 


1  See  Exhibit  No.  89  on  page  453. 
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these  schools,  Mr.  Wheeler.  Could  you  define  that  term?  I  want  to 
make  sure  we  use  the  term  in  the  way  you  mean  it  and  it  is  not 
interpreted  in  any  other  way  . 

Mr.  Wheeler.  Yes,  Mr.  Chairman.  We  used  the  term  yeshiva  in 
this  investigation  because  the  37  institutions  identified  to  us  refer 
to  themselves  as  such.  In  terms  of  appljdng  the  term  yeshiva  for 
our  purposes,  it  applies  only  to  the  37  institutions  that  were  identi- 
fied to  us.  It  does  not  at  all  apply  to  many  other  fine  institutions 
of  higher  learning  such  as  Yeshiva  University. 

In  our  report  itself,  we  use  the  Random  House  College  dictionary 
definition  which  states  that  a  yeshiva  is  an  orthodox  Jewish  school 
of  higher  instruction  in  Jewish  learning.  The  schools  that  we  de- 
scribed as  yeshivas  in  this  testimony  fit  this  definition.  Again,  our 
term  here  applies  only  to  the  37  identified  to  us  and  is  not  meant 
or  intended  to  apply  to  any  other  institutions.  There  are  many  ye- 
shivas that  are  well  known  and  highly  respected  institutions  of 
higher  learning. 

Chairman  NUNN.  Thank  you  for  clarifying  that,  Mr.  Wheeler.  Mr. 
Hast,  I  believe  when  we  were  discussing  the  Beth  Rochel  Seminary 
that  was  the  subject  of  your  testimony  you  mentioned  that  there 
was  an  accountant  who  said  that  the  financial  records  were  not 
adequate.  He  was  the  accountant  who  had  done  them.  Would  you 
go  into  that  again? 

Mr.  Hast.  Yes.  We  interviewed  the  accountant  that  performed 
the  certified  audit  of  Beth  Rochel  that  was  requested  by  the  De- 
partment. He  told  us  that  the  statements  that  he  prepared  were 
qualified  and  that  he  spoke  to  a  Department  official  and  stated 
that  all  of  the  funds  were  commingled  £ind  that  he  would  have  to 
issue  a  qualified  statement;  that  he  was  not  able  to  develop  an 
opening  balance  because  of  the  fact  of  the  commingling,  and  that 
he  was  not  able  to  account  for  153  some  odd  thousand  dollars  that 
was  in  the  statement.  Therefore,  he  was  going  to  have  to  qualify 
the  statement.  He  told  us  that  anyone  receiving  that  statement 
should  have  realized  that  it  was  valueless  in  determining  the  fi- 
nancial condition  of  that  institution. 

Chairman  NuNN.  Did  he  tell  the  Department  of  Education  that? 
Did  the  accountant  make  it  clear  to  the  Department  of  Education 
that  this  statement  that  he  himself  had  issued  was  of  no  value? 

Mr.  Hast.  I  do  not  know  that  he  said  it  in  those  words,  but  he 
told  us  that  he  spoke  to  a  Department  of  Education  official  and  told 
him  that  it  was  a  qualified  statement  and  that  the  funds  were  com- 
mingled and  he  was  not  able  to  give  what  would  be  an  unqualified 
audit. 

Chairman  NuNN.  Did  he  tell  you  the  name  of  that  official  or  the 
position? 

Mr.  Hast.  Yes,  he  did. 

Chairman  NUNN.  Did  you  interview  that  official? 

Mr.  Hast.  Yes,  I  did. 

Chairman  Nunn.  What  was  the  result  of  that? 

Mr.  Hast.  The  official  stated  that  he  speaks  to  msiny,  many  rep- 
resentatives of  schools  and  he  did  not  remember  that  particular 
conversation,  but  at  the  time  that  they  were  operating  in,  it  was 
the  Department's  philosophy  to  get  schools  into  the  program,  not 
keep  them  out. 
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Chairman  NuNN.  So  that  did  not  seem  to  disturb  that  official? 

Mr.  Hast.  It  did  not. 

Chairman  NuNN.  Senator  Cohen,  do  you  have  any  other  ques- 
tions? Mr.  Wheeler,  Mr.  Hast,  Mr.  Crawford,  do  you  have  any  other 
points  you  need  to  make  this  morning  or  would  like  to  make? 

Mr.  Crawford.  No,  sir. 

Mr.  Wheeler.  No,  sir. 

Chairman  NuNN.  We  appreciate  your  work  and  we  look  forward 
to  continuing  to  work  with  you.  I  am  afraid  this  problem  is  a  lot 
bigger  than  we  have  seen  so  far,  based  on  past  experience  in  these 
areas.  We  thank  you  for  being  here. 

Mr.  Hast.  Thank  you,  Mr.  Chairman. 

Chairman  NUNN.  Our  next  panel  of  witnesses  this  morning  are 
members  of  the  Subcommittee  Staff,  Staff  Counsel,  Alan  Edelman; 
David  Buckley,  the  Subcommittee's  Chief  Investigator;  and  Staff 
Investigator,  Scott  Newton.  And  they  will  summarize  the  results  of 
their  investigation  of  the  Pell  Grant  program  thus  far.  I  will  ask 
each  of  you  before  you  take  your  seat  if  you  will  raise  your  right 
hand  and  then  we  will  swear  you  in  as  witnesses. 

Do  you  swear  the  testimony  you  will  give  before  this  Subcommit- 
tee will  be  the  truth,  the  whole  truth  and  nothing  but  the  truth, 
so  help  you  God? 

Mr.  Edelman.  I  do. 

Mr.  Buckley.  I  do. 

Mr.  Newton.  I  do. 

Chairman  NuNN.  Thank  you.  .Mr.  Edelman,  I  believe  you  are 
going  to  lead  off  this  morning.  We  appreciate  all  the  hard  work 
that  all  of  you  have  done. 

TESTIMONY  OF  ALAN  EDELMAN,  COUNSEL,  PERMANENT 
SUBCOMMITTEE  ON  INVESTIGATIONS 

Mr.  Edelman.  Thank  you,  Mr.  Chairman.  We  have  a  rather 
lengthy  statement  which  we  will  attempt  to  summarize  this  morn- 
ing. 

Chairman  NuNN.  Let  me  put  in  the  record  right  after  Senator 
Pell's  statement,  a  statement  that  Senator  Kennedy  has  submitted 
and  a  statement  that  Senator  Byron  Dorgan  has  submitted.  They 
will  be  part  of  the  record  without  objection. 

Mr.  Edelman.  We  also  ask,  Mr.  Chairman,  that  the  Staffs  com- 
plete statement  be  submitted  for  the  record. 

Chairman  NuNN.  Your  complete  statement  will  be  part  of  the 
record.  Are  all  parts  of  that  statement  public  at  this  point? 

Mr.  Edelman.  Yes,  sir.  Mr.  Chairman,  at  your  direction,  the 
Subcommittee  Staff  and  U.S.  General  Accounting  Office's  Office  of 
Special  Investigations,  have  been  conducting  an  investigation  of  al- 
legations of  fraud,  abuse,  and  mismanagement  in  the  Federal  Pell 
Grant  program.  To  date,  our  investigation,  which  is  still  ongoing, 
has  uncovered  what  we  beheve  to  be  systemic  weaknesses  in  the 
largest  direct  Federal  student  aid  program.  These  weaknesses  have 
enabled  some  schools  to  reap  millions  of  dollars  of  profits  while 
abusing  and  defrauding  the  Pell  Grant  program. 

Last  year  the  Federal  Government  gave  out  $6.1  billion  in  Pell 
Grants  to  over  4  million  undergraduate  students.  While  we  hope 
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that  most  of  these  funds  were  applied  properly,  we  know  that  mil- 
lions of  dollars  were  not. 

Chairman  NuNN.  At  this  stage,  do  we  have  any  way  of  knowing 
or  even  estimating  or  even  guessing  with  any  kind  of  educated 
guess  how  much  of  this  Pell  Grant  program  is  now  in  what  we 
would  cedl  the  waste,  fraud,  abuse  area? 

Mr.  Edelman.  Unfortunately,  Mr.  Chairman,  I  do  not  think  we 
really  do.  We  have  heard  ranges.  There  have  been  statements  in 
the  press  attributed  to  individuals  within  the  Department  that 
have  claimed  that  as  high  as  90  percent  of  the  proprietary  school 
sector  funds  are  in  the  category  of  waste  and  abuse. 

Chairman  NuNN.  But  we  do  not  know  ourselves? 

Mr.  Edelman.  We  do  not  know  ourselves. 

Chairman  NuNN.  You  do  not  have  any  way  of  judging  that  now? 

Mr.  Edelman.  I  do  not  think  so  on  the  basis  of  our  investigation 
to  date.  It  has  been  3  years  now  since  the  Staff  reported  to  the 
Subcommittee  on  the  results  of  its  investigation  into  problems  in 
the  Federal  guaranteed  student  loan  program.  That  investigation 
revealed  widespread  fraud  and  abuse  on  the  part  of  many  key  par- 
ticipants in  the  program.  In  addition,  the  investigation  revealed  se- 
rious deficiencies  in  the  role  played  by  the  Department  of  Edu- 
cation in  administering  and  overseeing  the  loan  program  and  in  the 
roles  played  by  State  licensing  authorities  and  independent  accred- 
iting agencies  in  approving  schools  for  participation  in  the  loan  pro- 
gram. 

Today,  the  Staff  is  back  once  again  to  report  that  our  continued 
monitoring  of  Federal  student  aid  programs  has  uncovered  yet  an- 
other program  which  appears  vulnerable  to  serious  abuse  and 
fraud.  Our  investigation  to  date  of  the  Federal  Pell  Grant  program 
reveals  a  program  which  appears  to  evidence  many  of  the  same 
systemic  weaknesses  which  plagued  the  student  loan  program. 

The  Staffs  investigation  is  ongoing.  Because  of  the  serious  na- 
ture of  our  findings,  however,  and  their  striking  similarity  to  the 
Subcommittee's  findings  with  respect  to  the  loan  program,  we  felt 
it  important  to  report  our  concerns  to  the  Subcommittee  at  this 
stage.  The  Staff  will  continue  its  investigation  and  will  report  fur- 
ther to  the  Subcommittee. 

The  results  of  our  work  to  date,  though,  leads  the  Staff  to  believe 
that  the  Pell  Grant  program  is  beset  by  major  systemic  weaknesses 
which  undercut  the  Government's  ability  to  deter,  detect  and  pur- 
sue fraud  and  abuse  by  program  participants.  The  checks  and  bal- 
ances which  were  designed  in  theory  to  protect  the  program  and  ul- 
timately the  taxpayer,  appear  in  practice  to  be  ignored  or  ineffec- 
tive. 

In  particular,  the  Staff  is  concerned  about  the  following  areas. 
The  program's  gatekeeping  functions  designed  to  prevent  ineligible 
institutions  from  gaining  access  to  the  program  are  not  working. 
The  Department  of  Education's  program  review  process  designed  to 
ensure  statutory  and  regulatory  compli£uice  by  institutions,  once 
they  have  gained  access  to  the  program,  is  ineffective  at  detecting 
abuse  because  of  inadequate  manpower,  resources  and  training. 

Finally,  procedures  to  audit  the  financial  aid  records  of  institu- 
tions which  have  left  the  program,  designed  to  identify  possible 
abuse  or  fraud  and  to  lay  the  foundation  for  actions  to  recoup  mon- 
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ies  owed  to  the  Government  are  largely  ineffective  and  practically 
nonexistent. 

These  weaknesses  create  an  opportunity  for  unscrupulous  indi- 
viduals and  institutions  to  exploit  the  Pell  Grant  program,  thereby 
causing  the  Federal  Government  to  expend  tens  of  millions  of  dol- 
lars in  unwarranted  or  improper  payments.  In  fact,  our  preliminary 
investigation  so  far  has  found  indications  that  such  exploitation  is 
not  only  taking  place,  but  maybe  long  standing  and  widespread. 

The  Pell  Grant  program  is  one  of  several  federally  funded  stu- 
dent financial  assistance  programs  administered  by  the  Depart- 
ment of  Education.  First  incorporated  into  the  Higher  Education 
Act  in  1972  as  the  Basic  Educational  Opportunity  Grant  Program, 
the  program  was  renamed  in  1980  in  honor  of  its  original  sponsor, 
Senator  Claiborne  Pell.  The  purpose  behind  the  program  was  to 
help  equalize  educational  opportunity  by  providing  grants  to  help 
eligible  undergraduate  students  from  low  income  families  finance 
their  postsecondary  education.  The  program  was  intended  to  bring 
both  greater  uniformity  and  greater  equity  to  the  delivery  of  stu- 
dent financial  aid  through  the  use  of  a  federally  established  needs 
analysis. 

Expenditures  for  the  Pell  Grant  program  have  increased  100  fold 
in  the  program's  20  years.  Today,  the  Pell  Grant  program  receives 
more  Federal  funds  than  amy  other  student  financial  assistance 
program  authorized  under  Title  IV  of  the  Higher  Education  Act. 
We  have  a  chart  i  which  shows  the  total  expenditures  for  the  Pell 
Grant  program  for  the  years  1973  through  1992.  As  you  can  see, 
the  growth  has  been  rather  large  in  the  20  years  that  the  program 
has  been  in  existence. 

A  student  who  receives  a  Pell  Grant  award  may  use  it  to  attend 
any  one  of  over  6,000  postsecondary  institutions  determined  by  the 
Secretary  of  Education  to  be  eligible  for  participation  in  the  Pell 
Grant  program.  These  institutions  include,  among  others,  nonprofit 
2-  and  4-year  colleges  and  universities,  postsecondary  vocational, 
technical  schools  and  proprietary  schools.  Our  second  chart  here 
shows  the  breakdown  between  these  various  types  of  schools  and 
the  amount  of  Pell  Grant  funding. 

In  order  to  be  approved  for  participation  in  the  Pell  Grant  pro- 
gram, an  institution,  among  other  things,  must  meet  the  following 
three  criteria  which  are  set  forth  in  the  Higher  Education  Act.  One, 
it  must  be  legally  authorized  to  offer  a  program  of  postsecondary 
education  in  the  State  in  which  it  is  located.  Two,  it  must  be  ac- 
credited by  a  nationally  recognized  accrediting  agency  which  has 
been  approved  by  the  Secretary  of  Education.  And  three,  it  must 
be  certified  and  determined  to  be  eligible  by  the  Department  of 
Education. 

These  standards  are  designed  to  serve  a  gatekeeping  function. 
That  is,  they  are  meant  to  allow  only  qualified  schools  to  gain  ac- 
cess to  the  program  while  keeping  out  those  schools  that  are  un- 
qualified. Unfortunately,  as  the  Subcommittee  found  in  its  inves- 
tigation of  the  loan  program,  this  gatekeeping  function  has  too 
often  failed  to  meet  its  intended  purpose  of  protecting  the  integrity 
of  the  Federal  Government's  financial  aid  programs. 


1  See  Appendix  A  to  Staff  statement,  page  183. 


34 

With  respect  to  the  Pell  Grant  program,  the  same  is  true  once 
ag£iin.  As  a  result,  it  appears  that  numerous  ineligible  schools  have 
gained  access  to  the  program  and  have  used  that  access  to  abuse, 
and  in  some  cases,  possibly  to  defraud  the  system. 

Our  investigation  of  the  Pell  Grant  program  to  date  has  focused 
on  a  subset  of  Pell  Grant  participants.  Namely,  certain  Judaic 
Studies  and  Immigrant  Culture  programs  being  operated  in  the 
Greater  New  York  area.  The  courses  offered  in  the  Judaic  Studies 
programs  generally  consist  of  Hebrew  language  training  and  the 
study  of  various  religious  texts.  The  Immigrant  Culture  programs, 
which  primarily  enroll  newly  arrived  Russian  immigrants,  consist 
of  English  language,  Hebrew  language,  and  Judaic  Studies  courses. 

Our  focus  on  these  specific  types  of  schools  rests  on  information 
which  leads  the  Staff  to  believe  that  there  may  be  particularly 
egregious  abuses  going  on  in  some  of  these  schools  and  that  an  ex- 
amination of  the  activities  of  these  schools  may  reveal  broader  sys- 
temic weaknesses  within  the  Pell  Grant  program  as  a  whole.  The 
Staff  wishes  to  stress  that  our  investigation  of  these  schools  is  not 
meant  to  imply  that  they  are  the  only  abusers  of  the  Pell  Grant 
program.  We  are  aware  that  other  types  of  institutions,  including 
proprietary  trade  schools  and  nonprofit  4-year  universities,  have 
engaged  in  what  might  be  considered  inappropriate,  and  in  some 
cases,  improper  activities  involving  Pell  Grant  fiinds. 

While  it  thus  appears  that  Pell  Grant  abuse  may  be  widespread, 
we  believe  that  a  review  of  the  participation  of  the  Judaic  Studies 
and  Immigrant  Culture  programs  is  particularly  warrsmted  given 
the  serious  allegations  received  by  the  Subcommittee  and  will  pro- 
vide the  Subcommittee  with  the  most  instructive  case  study.  On 
the  basis  of  our  investigation  so  far,  it  appears  that  abuse  of  the 
Pell  Grant  program  continues  to  exist  among  schools  offering  Ju- 
daic Studies  and  Immigrant  Culture  programs.  While  these  schools 
purport  to  offer  standard  credit  hour  courses  leading  to  a  certifi- 
cate, the  Staff  is  dubious  of  the  programs  actually  being  operated 
in  many  instances.  These  programs  do  not  offer  vocational  training 
and  in  fact  a  number  of  them  admit  in  their  catalogs  that  their  pro- 
grams are  not  designed  to  lead  to  any  type  of  employment  or  place- 
ment opportunities. 

The  Staff  has  been  unable  to  determine  how  these  schools  meet 
the  requirements  of  an  institution  of  higher  education  as  defined 
in  the  Higher  Education  Act.  And  so  far  no  one  at  the  Department 
of  Education  has  been  able  to  explain  it  either. 

The  types  of  abuses  which  we  have  seen  in  our  investigation 
raise  serious  questions  as  to  how  these  schools  were  able  to  gain 
access  to  the  Pell  Grant  program  at  the  outset  and  how  they  have 
managed  since  that  time  to  remain  in  the  program.  It  appears  from 
our  preliminary  work  that  the  Department  has  been  inefficient  and 
ineffective  in  carrying  out  its  responsibilities  under  the  Pell  Grant 
program.  Indeed,  it  appears  to  the  Staff  that  with  respect  to  the 
Pell  Grant  program,  the  Department  has  been  much  more  effective 
at  giving  out  money  than  it  has  been  at  ensuring  that  those  to 
whom  the  money  is  given  are  appropriate  recipients. 

One  of  the  areas  in  which  the  Department  has  been  ineffective 
has  been  its  gatekeeping  functions  with  respect  to  institutional  par- 
ticipation. One  of  our  major  findings  from  our  1990  investigation 
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of  the  loan  program  was  that  the  triad  of  State  licensure,  independ- 
ent accreditation,  and  Departmental  certification  was  not  effective 
at  screening  out  institutions  which  did  not  belong  as  participants 
in  that  program.  Three  years  later,  it  appears  that  the  same  find- 
ings hold  true  with  almost  equal  force  to  the  Pell  Grant  program. 

Once  an  institution  has  been  granted  access  to  the  Pell  Grant 
program,  it  is  the  responsibility  of  the  Department's  program  re- 
view staff  to  ensure  that  the  institution  continues  to  comply  with 
the  program's  statutory  and  regulatory  requirements.  This  review 
process  thus  serves  an  important  function  in  maintaining  the  integ- 
rity of  the  program.  Our  review  to  date,  however,  has  revealed  that 
the  review  function  has  been  rendered  ineffective,  due  to  a  lack  of 
manpower,  resources  and  training. 

For  example,  the  Department's  New  York  regional  office,  under 
whose  jurisdiction  most  of  the  Judaic  Studies  programs  participat- 
ing in  the  program  fall,  has  11  program  compliance  employees  who 
are  responsible  for  a  total  of  850  schools  in  3  States,  the  Virgin  Is- 
lands, and  Puerto  Rico.  As  the  chart  i  at  the  right  shows.  New  York 
and  Puerto  Rico  schools  are  in  the  top  four  jurisdictions  for  Pell 
Grant  awards. 

Chairman  NUNN.  How  many  is  that  per  staff  member? 

Mr.  Edelman.  850  schools,  11  employees,  so  each  of  them  have 
80  schools,  close  to  80  schools. 

Chairman  NUNN.  What  are  they  supposed  to  do?  What  is  that 
chart  of  in  terms  of  reviewing  those  schools? 

Mr.  Buckley.  Senator,  they  are  actually  supposed  to  go  out  and 
assure  that  the  schools  are  complying  with  not  only  the  law,  but 
the  very  complex  regulations  that  implement  the  law.  They  go 
through  some  student  files  at  the  institution  and  make  sure  that 
the  students  were  actually  eligible  to  participate. 

Chairman  NuNN.  How  often  are  they  supposed  to  go  out?  Are 
they  suppose  to  visit  every  school  every  year? 

Mr.  Buckley.  Absolutely  not.  They  have  no  hope  in  accomplish- 
ing that  goal.  They  actually  have  now  developed  a  computer  run 
in  Washington  that  sends  out  a  priority  list  to  the  regional  offices. 
And  on  that  priority  list,  they  are  supposed  to  hit  the  top  level  and 
a  few  within  the  remaining  list  of  schools  in  their  jurisdiction.  They 
get  around  to  schools  every  4  or  5  years.  Some  schools,  large  uni- 
versities, they  never  get  around  to  visiting,  because  so  much  of 
their  effort  is  concentrated  on  proprietary  schools,  2-year  colleges. 

Mr.  Edelman.  In  addition  to  being  understaffed  the  program  re- 
view specialists  apparently  are  woefully  undertrained.  In  the  Sub- 
committee's 1991  report  on  the  student  loan  program,  it  was  noted 
that  the  Department's  program  review  staff  often  did  not  recognize 
potential  fraud  or  other  criminal  misconduct,  because  of  a  lack  of 
any  criminal  investigative  training.  The  Subcommittee  rec- 
ommended that  the  Department  recognize  the  propensity  for  fraud 
and  abuse  by  its  program  participants  and  provide  its  program 
compliance  staff  with  criminal  training. 

Our  interviews  with  Department  personnel,  however,  revealed 
that  this  recommendation  has  not  been  acted  upon  and  the  pro- 
gram review  staff  still  rely  heavily  on  Inspector  General  personnel 


1  See  Appendix  C  to  Staff  statement,  page  185. 
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for  fraud  detection.  At  the  same  time,  interviews  with  officials  from 
the  Inspector  General's  office  revealed  that  that  office  remains 
overburdened.  The  Inspector  General  himself  told  the  Staff,  "There 
are  a  lot  of  things  out  there  that  I  know  in  my  heart  are  wrong, 
but  vve  have  not  been  able  to  look  at  them."  The  Inspector  General 
specifically  cited  the  Pell  Grant  program  as  one  of  those  areas 
where  more  work  was  needed,  especially  because  of  the  limited 
amount  of  checks  and  balances  on  the  outflow  of  money  from  that 
program,  as  compared  to  other  student  financial  assistance  pro- 
grams. 

One  of  the  problems  we  noted  in  our  examination  of  proprietary 
school  participation  in  the  student  loan  progrgun,  was  the  fact  that 
many  of  these  schools  terminated  operations  in  mid-year  and 
walked  off  with  loan  and  grant  monies  which  should  have  been  re- 
funded to  the  students  and  the  Federal  Government.  The  Sub- 
committee recommended  that  the  Department  improve  its  proce- 
dures so  that  it  moves  quickly  to  audit  these  closed  schools  in  order 
to  determine  potential  losses  and  attempt  to  collect  monies  owed. 

It  appeared,  however,  that  the  same  systemic  weaknesses  and 
lack  of  staff,  training  and  resources  which  has  hindered  the  De- 
partment's effectiveness  in  its  gatekeeping  and  compliance  func- 
tions, are  also  hindering  the  Department's  ability  to  effectively 
audit  schools  which  have  closed.  Indeed,  according  to  one  official  at 
the  Department  of  Education,  the  lack  of  closed  school  procedures 
has  allowed  the  responsible  parties  to  walk  away  with  hundreds  of 
thousands,  if  not  millions  of  dollars  in  Pell  Grant  money  with  vir- 
tual impunity. 

Despite  the  negative  tone  of  our  testimony  so  far,  there  is  some 
hope  that  the  Federal  Government  is  at  least  on  track  to  correct 
some  of  these  abuses.  Following  the  Subcommittee's  1990  hearings, 
the  Office  of  Student  Financial  Assistance  Programs  was  reorga- 
nized, creating  an  Institutional  Participation  and  Oversight  Service 
which  for  the  first  time  now  coordinates  the  certification  and  eligi- 
bility of  accreditation  and  State  licensing,  program  review  and  com- 
pliance operations  within  the  Department. 

The  Guarantor  and  Lender  Oversight  staff  and  the  Accounting 
and  Financial  Management  Service  are  focusing  on  improved  mon- 
itoring and  systems  development  in  their  areas.  The  Staff  notes 
with  much  optimism  that  there  seems  to  be  a  renewed  outlook  by 
both  upper  management  and  the  career  employees  regarding  their 
charge  to  protect  Federal  funds  from  fraud  and  abuse.  We  all  rec- 
ognize, however,  that  much  work  remains  to  be  done  to  prevent  the 
continuation  of  the  kinds  of  abuses  which  have  led  to  today's  hear- 
ings. 

At  this  point,  Mr.  Chairman,  we  would  like  to  give  you  a  few 
case  examples  of  the  types  of  abuse  which  we  have  seen  in  particu- 
lar schools. 

Chairman  NUNN.  Before  you  do  that,  you  mentioned  and  I  think 
this  is  part  of  your  testimony  that  you  did  not  go  through,  you 
mentioned  a  distinction  between  the  Pell  Grant  program  and  stu- 
dent loan  programs,  both  in  terms  of  student  behavior,  in  terms  of 
alarm  signals  that  would  alert  policy  makers  and  managers  that 
there  are  problems,  and  also  in  terms  of  the  quality  of  education. 
Could  you  give  us  a  brief  summary  of  that?  What  is  the  distinction 
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between  the  Pell  Grant  program  in  terms  of  both  students  and  in 
terms  of  managers  and  the  student  loan  program? 

Mr.  Edelman.  The  first  and  probably  most  important  distinction 
is  the  fact  that  the  Pell  Grant  program  because  of  its  very  nature 
as  a  grant  program  means  that  the  students  who  receive  these 
grants  have  no  obligation  to  repay  them  in  any  way  once  they  have 
completed  their  education.  It  is  money  which  is  given  to  the  stu- 
dents to  use  toward  their  education  without  any  obligations  on 
their  part  in  terms  of  service  or  repayment,  unlike  the  student  loan 
program  in  which  a  student  is  obligated  upon  completion  of  his 
education  to  repay  the  loan.  That  repayment  aspect  is  in  itself  a 
useful  check  on  the  system,  because  as  we  saw  in  the  student  loan 
program,  the  high  default  rates  which  were  noticed  at  a  number  of 
schools,  often  were  the  alarm  bells  to  serious  problems  in  the  man- 
agement by  those  schools  of  the  loan  program  itself. 

When  you  have  a  program  that  is  purely  a  grant  program  with 
no  obligations  to  repay,  you  obviously  have  no  defaults  and  there- 
fore there  is  no  early  warning  system,  so  to  speak,  that  you  may 
be  having  problems  in  the  administration  of  that  program.  Also, 
the  fact  that  a  student  has  to  repay  his  or  her  student  loan,  in  a 
sense  gives  the  student  himself  some  sort  of  stake  in  the  quality 
of  the  education  that  he  is  supposed  to  be  receiving  in  return  for 
that  loan.  If  a  student  knows  that  he  has  to  repay  his  loan,  he  will 
be  more  concerned  that  the  education  he  is  getting  is,  indeed,  a 
worthwhile  education  that  will  benefit  him  in  some  way  in  his  fu- 
ture. And  many  times  in  the  student  loan  program  we  found  that 
it  was  complaints  by  students  themselves,  that  again  served  as  sort 
of  an  early  warning  system  that  there  may  be  problem  schools  out 
there  in  the  loan  program. 

When  you  have  a  grant  program,  the  student  does  not  have  that 
personal  stake  in  his  education  as  he  does  with  a  loan.  He  is  get- 
ting the  money;  he  does  not  have  to  repay  it.  If  he  goes  to  classes, 
that  is  fine,  and  learns  something,  that  is  fine.  If  not,  well  he  has 
not  lost  anything  because  he  does  not  ultimately  have  to  repay  it. 
So  again,  in  the  grant  situation,  you  do  not  have  those  types  of 
complaints  coming  from  the  students  about  the  quality  of  the  edu- 
cation that  is  being  received  in  exchange  for  their  grants. 

Chairman  NUNN.  That  would  be  particularly  true  in  cases  where 
the  students  were  receiving,  in  effect,  a  stipend  for  going  to  school. 
In  other  words,  they  were  getting  paid  as  a  part  of  their  education? 

Mr.  Edelman.  That  is  correct.  In  many  of  the  instances,  we 
found  the  schools  actually  paying  the  students  to  attend,  rather 
than  vice  versa,  and  so  obviously  the  student  will  attend  for  the 
mere  fact  that  he  is  being  paid  to  do  so,  and  in  many  of  the  cases 
that  was  the  primary,  if  not  the  sole  motivating  factor  for  a  lot  of 
these  students  to  enroll  in  and  attend  these  programs. 

Chairman  NuNN.  Thank  you. 

Mr.  Edelman.  The  first  specific  school  that  we  would  like  to  ad- 
dress at  this  point  is  a  school  called  Bais  Fruma.  Bais  Fruma  is 
located  in  the  Boro  Park  section  of  Brooklyn  and  is  a  nonprofit,  re- 
ligious corporation  which  offers  a  5-year,  postsecondary  certificate 
program  in  Judaic  Studies.  Begun  in  1980,  it  is  affiliated  with  the 
Munkacser  Hasidic  Movement,  a  branch  of  Hasidic  Judaism  which 
has  its  roots  in  Hungary.  The  school  itself  is  named  after  the  moth- 
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er  of  Rabbi  Moshe  L.  Rabinowitz,  the  leader  of  the  American 
Munkacser  community. 

Bais  Fruma  has  participated  in  the  Federal  Pell  Grant  program 
since  1983.  Bais  Fruma's  affiliation  with  the  Hasidic  Movement  is 
an  important  factor  to  appreciate  in  order  to  understand  the  type 
of  program  offered  by  the  school  £ind  why  its  continued  participa- 
tion in  the  Pell  Grant  prograim  raises  questions.  The  Hasidic  Move- 
ment is  an  ultra-orthodox  movement  within  Judaism  which  dates 
back  to  18th  century  Europe. 

The  movement  is  characterized  by  its  religious  zeal  and  its  em- 
phasis on  prayer  and  study.  For  Hasidim,  study  is  not  a  means  to 
achieving  a  goal;  rather  it  is  a  goal  in  and  of  itself.  Indeed,  study 
is  more  than  just  a  goal;  it  is  a  religious  obligation.  Moreover, 
study  is  not  a  strictly  defined  process  which  has  a  clear  beginning, 
middle  and  end.  Study  within  this  community  is  a  never-ending 
process  in  which  new  understanding  and  new  insight  is  constantly 
sought. 

Bais  Fruma's  own  school  bulletin  captured  the  essence  of  this  ap- 
proach when  it  described  the  community  it  served  as  one  "famous 
for  its  fervency,  ardor,  and  passion  for  study,  rumination  and  appli- 
cation of  classical  Judaic  literary  concepts."  Thus,  although  it  is  es- 
tablished on  paper  as  a  certificate  granting  institution,  it  is  clear 
that  the  certificate  offered  by  Bais  Fruma  has  little,  if  anything,  to 
do  with  its  true  mission.  This  is  readily  evident  from  Bais  Fruma's 
own  documents.  According  to  its  1991-1993  Bulletin,  "Bais  Fruma 
is  a  postsecondary  school  of  Hebraic  and  Judaic  Studies  focusing  on 
the  promulgation  of  lifelong  learning  and  intellectual  enrichment." 

Bais  Fruma  emphasizes  that  it  is  a  nonvocational  institution 
which  offers  its  students  neither  placement  nor  job  referral  service. 
In  this  regard,  Bais  Fruma  has  made  the  following  placement  dis- 
claimer: 

Bais  Fruma's  Judaic  study  certificate  program  is  a  nonvocational  study 
program.  It  offers  students  an  opportunity  for  personal  growth  and  develop- 
ment, rather  than  for  career  preparation  or  professional  progress.  In  fact, 
Bais  Fruma  does  not  guarantee  its  students  or  graduates  employment  or 
placement  as  a  result  of  their  studies  at  the  institution.  Neither  does  Bais 
Fruma  claim  in  any  way  to  advance  its  students'  earning  opportunities  as 
a  result  of  earning  the  Judaic  Studies  certificate. 

The  program  offered  by  Bais  Fruma  is  structured  as  an  inde- 
pendent or  self-directed  study  program.  Bais  Fruma  provides  its 
students  with  no  equipment,  no  supplies,  no  books,  no  classrooms, 
no  teachers,  and  no  classes.  Students  study  a  subject  on  their  own, 
under  the  guidance  of  a  mentor  with  whom  they  are  supposed  to 
maintain  at  least  eight  contacts  during  a  semester.  In  light  of  Bais 
Fruma's  educational  structure,  philosophy  and  objectives,  the  Staff 
questioned  how  this  school  was  allowed  in  the  first  instance  to  par- 
ticipate in  federally  funded  Pell  Grant  programs. 

As  is  the  case  with  the  other  schools,  we  will  describe  in  our 
statement,  it  appears  that  the  gatekeeping  functions  envisioned  by 
the  Higher  Education  Act  once  again  proved  ineffective  at  prevent- 
ing the  entry  of  a  questionable  school. 

Bais  Fruma  first  applied  for  approval  to  participate  in  Federal 
student  financial  assistance  programs  in  1983.  In  order  to  obtain 
such  approval,  Bais  Fruma  had  to  meet  the  three  statutory  re- 
quirements which  we  outlined  early  in  our  statement.  Because  of 


39 

its  status  as  a  religious  institution,  Bais  Fruma  is  not  licensed  by 
the  New  York  State  Department  of  Education  for  the  purpose  of  of- 
fering courses  for  credit  or  conferring  degrees.  Although  it  thus 
failed  to  meet  the  first  requirement  for  participation,  namely,  that 
it  be  legally  authorized  in  its  State  to  provide  a  program  of  post- 
secondary  education,  Bais  Fruma,  like  many  other  Judaic  Studies 
programs  in  New  York,  was  allowed  to  participate  in  these  Federal 
programs  on  the  basis  of  a  1967  determination  by  the  then-Office 
of  Education  that  "Rabbinical  schools  are  making  a  unique  and 
meaningful  educational  contribution  to  a  large  segment  of  the 
American  population." 

Bais  Fruma  was  initially  determined  to  be  an  eligible  institution 
for  financial  assistance  programs,  despite  the  fact  that  it  also  failed 
to  meet  the  second  statutory  requirement  that  it  be  accredited  by 
a  recognized  accrediting  agency.  Again,  like  a  number  of  Judaic 
Studies  schools,  Bais  Fruma  utilized  a  statutory  loophole  known  as 
the  3IC  rule  to  get  around  the  accreditation  requirement.  Under 
the  SIC  rule,  an  institution  which  is  not  accredited  could  nonethe- 
less be  eligible  for  participation  if  its  credits  were  accepted  on 
transfer  by  not  less  than  three  institutions  which  are  accredited. 

Bais  Fruma  used  the  SIC  alternative  to  accreditation  to  obtain 
its  initial  approval  in  198S  and  again  to  obtain  re-approval  in  1986. 
Congress  subsequently  repealed  the  SIC  rule  in  the  Higher  Edu- 
cation Act  amendments  of  1992. 

The  third  major  requirement  for  program  participation  includes 
a  certification  by  the  Department  of  Education  of  an  institution's 
financial  and  administrative  capabilities  and  a  determination  by 
the  Department  that  the  institution  is  eligible  under  the  definition 
of  an  institution  of  higher  education. 

With  respect  to  the  Department's  determination  of  eligibility,  it 
appears  to  the  Staff  on  the  basis  of  a  review  of  the  pertinent  docu- 
ments that  the  Department  may  have  been  misled  by  Bais  Fruma 
as  to  the  true  nature  of  Bais  Fruma's  educational  program.  The  De- 
partment's standard  form  for  requesting  institutional  eligibility  at 
one  time  contained  a  question  for  nonprofit  institutions  as  to 
whether  or  not  they  train  individuals  for  religious  vocations  or  to 
be  teachers  of  religion.  In  its  initial  application  in  198S  and  in  its 
subsequent  renewal  applications  in  1986  and  1989,  Bais  Fruma  an- 
swered yes  to  this  question.  This  answer  is  in  direct  contradiction 
to  the  statements  made  by  Bais  Fruma  concerning  its  history  and 
mission  in  its  current  bulletin. 

In  addition,  Bais  Fruma's  1982-198S  Bulletin  which  apparently 
was  provided  to  the  Department  of  Education  as  part  of  the 
school's  initial  application  for  eligibility,  portrays  the  school  as  a  4- 
year  women's  teacher  seminary  which  grants  teaching  certificates 
in  Jewish  education.  No  indication  is  given  in  that  bulletin  that 
Bais  Fruma  is  an  independent  study  school  which  grants  certifi- 
cates in  a  nonvocational.  Judaic  Studies  program. 

By  the  time  Bais  Fruma  pubhshed  its  1991-1993  bulletin,  all  ref- 
erences to  teacher  certificates  and  job  placement  as  teachers  had 
been  eliminated.  The  program  portrayed  in  this  bulletin,  which  is 
the  school's  current  bulletin,  is  strictly  an  independent  study  pro- 
gram leading  to  a  certificate  in  Judaic  Studies  and  not  guaranteed 
to  lead  to  any  employment  or  career  advancement.  It  is  possible 
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that  Bais  Fnima  started  out  as  a  women's  teachers'  seminary  £ind 
eventually  changed  over  to  a  broader  based  Judaic  Studies  pro- 
gram. However,  none  of  the  history  of  the  school  provided  in  its 
current  bulletin  attests  to  that  fact. 

In  fact,  one  of  Bais  Fruma's  documents,  details  a  history  of  the 
development  of  the  school,  in  which  it  states  that  it  grew  out  of  a 
weekly  lecture  series  on  topics  of  Jewish  interest  which  had  been 
designed  to  cater  to  the  educational  needs  and  aspirations  of 
adults. 

Once  Bais  Fruma  obtained  approval  to  participate  in  the  Pell 
Grant  program,  its  receipts  from  the  program  grew  steadily.  For 
the  1983-1984  school  year,  the  first  for  which  it  was  eligible,  Bais 
Fruma  received  $149,725  for  86  Pell  Grant  recipients.  By  1991, 
those  figures  had  grown  to  more  than  $4.5  million  for  1,997  recipi- 
ents. Over  the  10  years  that  Bais  Fruma  has  now  been  participat- 
ing in  the  Pell  Grant  program,  it  has  taken  in  over  $22  million  in 
Federal  funds. 

The  chart  at  the  right  shows  the  progression  of  Bais  Fruma's  re- 
ceipts under  the  Pell  Gramit  program,  i 

It  appears  to  the  Staff  that  Bais  Fruma  has  turned  into  a  virtual 
Pell  Grant  mill  gmd  that  its  real  raison  d'etre  may  have  more  to 
do  with  obtaining  Pell  Grant  funding  than  with  providing  edu- 
cational opportunities.  Almost  all  of  Bais  Fruma's  enrolled  students 
receive  Pell  Grant  funding  and  the  vast  majority  of  those  receive 
the  maximum  yearly  award  of  $2,400.  According  to  work  papers 
provided  to  the  Subcommittee  by  Bais  Fruma's  certified  public  ac- 
countant for  the  1991-1992  academic  year,  97  percent  of  Bais 
Fruma's  students  receive  Pell  Grants. 

Where  do  these  students  come  from?  An  analysis  by  the  Staff 
shows  that  Bais  Fruma  is  enrolling  entire  families  and  even  entire 
neighborhoods  into  its  program.  In  the  1991-1992  academic  year, 
almost  2,000  Bais  Fruma  students  received  Pell  Grants.  This  num- 
ber was  comprised  of  530  families  which  had  at  least  two  family 
members  receiving  a  grant.  Of  these  530  families,  50  families  had 
three  or  more  members  receiving  grants,  and  in  one  instance  a 
fsunily  had  nine  family  members  attending  Bais  Fruma  on  Pell 
Grants. 

The  Staff  has  found  another  strange  pattern  for  which  it  as  yet 
has  no  clear  explanation.  As  was  the  case  in  the  other  schools  the 
Staff  has  examined,  a  number  of  students  receiving  Pell  Grants  to 
attend  Bais  Fruma  had  also  received  grants  to  attend  three  or 
more  other  Judaic  Studies  programs.  At  least  47  Bais  Fruma  stu- 
dents exhibited  this  pattern.  In  one  instance,  a  student  named  Ju- 
dith Schwartz  received  Pell  Grants  to  attend  Beth  Rochel  Semi- 
nary, Rockland  Community  College,  Touro  College  and  Bais 
Fruma. 

In  an  interview  with  officials  of  the  General  Accounting  Office 
and  the  Department  of  Education,  Ms.  Schwartz  stated  that  she 
went  to  whichever  school  "they  sent  me."  When  asked  who  "they" 
were,  Ms.  Schwartz  started  to  give  a  name,  but  then  stopped  and 
stated  that  she  did  not  know  who  "they"  were.  It  is  possible  that 
these  students  names  were  merely  sold  or  otherwise  passed  on  to 


1  See  Appendix  D  to  Staff  statement,  page  187. 
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various  schools  without  the  knowledge  of  the  student  or  the  attend- 
ance of  the  student  at  the  institution  which  received  Pell  Grant 
funding  on  his  or  her  behalf. 

The  Staff  has  come  across  at  least  two  instances  in  which  this 
may  be  the  case.  One  of  these  involves  a  student  named  Sara  Hoff- 
man. Department  of  Education  records  show  that  Sara  Hoffman  re- 
ceived Pell  Grants  to  attend  United  Talmudical  Academy  of 
Monsey,  Bais  Fruma,  Touro  College,  and  Rockland  Community  Col- 
lege. When  questioned  about  this  pattern  of  attendance,  Ms.  Hoff- 
man stated  that  she  had  never  enrolled  in  or  attended  Touro  Col- 
lege or  Bais  Fruma.  Ms.  Hoffman  even  provided  a  handwritten 
statement  to  that  effect  which  she  signed  in  the  presence  of  a  rep- 
resentative of  the  General  Accounting  Office. 

Under  subpoena  the  Staff  obtained  from  Bais  Fruma  the  student 
file  of  Sara  Hoffman.  A  comparison  of  the  various  signatures  on  the 
Bais  Fruma  documents  with  the  signed  statement  provided  by  Ms. 
Hoffman  to  the  GAO  representative,  reveals  these  signatures  to  be 
inconsistent  with  the  known  signature  of  Ms.  Hoffman  and  with 
each  other. 

In  the  chart  i  at  the  right.  Senator,  you  can  see  the  known  signa- 
ture of  Sara  Hofflnan  is  in  the  column  on  the  left  and  the  column 
on  the  right  are  the  various  signatures  of  Sara  Hoffman  which 
were  contained  on  the  documents  contained  in  Bais  Fruma's  stu- 
dent file.  And  I  think  it  is  rather  clear  just  from  a  layman's  look 
at  them  that  the  signatures  are  different.  In  fact,  a  number  of  Bais 
Fruma's  documents  not  only  contained  signatures  different  from 
Ms.  Hoffman's,  but  they  misspelled  Ms.  Hoffman's  first  name.  Ms. 
Hoffman  spells  her  first  name  S-a-r-a,  while  some  of  the  Bais 
Fnmia  documents  spell  the  name  S-a-r-a-h.  And  you  can  see  that 
on  the  chart  here. 

Chairman  NUNN.  Now  on  those  application  forms,  are  those  sup- 
posed to  be  the  signatures?  Is  it  clear  that  those  are  supposed  to 
be  the  places  where  the  applicant  herself  signs? 

Mr.  Edelman.  On  each  form  the  signature  which  we  have  repro- 
duced here  was  taken  fi-om  the  line  where  the  student  signs  the 
particular  form. 

Chairman  NuNN.  Are  these  certifications  or  are  they  simply  ap- 
plications? 

Mr.  Edelman.  Some  of  the  documents  in  the  file  are  the  school's 
own  application  documents,  a  so-called  learning  contract  which  the 
students  signs  with  the  school,  and  registration  and  enrollment 
forms.  However,  there  were  documents  in  there  which  were  certifi- 
cation documents  which  are  part  of  the  Pell  Grant  application  proc- 
ess. And  the  student  signs  the  document  certifying  that  the  infor- 
mation in  the  document  is  true  and  accurate. 

Chairman  NuNN.  What  are  the  legal  implications  of  signing  an 
inaccurate  or  basically  having — let  us  say  you  have  someone  who 
signs  Sara  Hoffinan's  name  without  authorization  or  even  with  au- 
thorization on  a  certification,  what  are  the  legal  implications  of 
that? 

Mr.  Edelman.  It  could  fall  under  the  Federal  Criminal  Code  for 
making  false  statements  to  the  Government.  I  believe  that  would 


1  See  Appendix  E  to  Staff  statement,  page  188;  Exhibit  No.  32  retained  in  Committee  files. 
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be  1001.  There  are  criminal  penalties  for  making  false  statements. 
To  the  extent  that  this  student  or  the  school  did,  in  fact,  receive 
Pell  Grant  funding  on  the  basis  of  those  documents,  the  school  or 
the  student  would  be  illegally  obtaining  funds  under  false  pre- 
tenses. 

Mr.  Buckley.  Senator,  you  said  with  the  student's  approval,  as 
well.  That  was  without  the  student's  approval.  If  the  student  were 
to  give  someone  approval  to  sign  his  or  her  name,  then  you  would 
have  a  much  harder  time  proving  a  criminal  offense,  of  course. 

Mr.  Edelman.  We  do  note  that  in  this  particular  case  of  Sara 
Hoffman,  one  of  the  documents  which  misspelled  Ms.  Hoffman's 
name  was  the  signed  Pell  Grant  certification  form.  So  it  would  thus 
appear  that  that  form  was  signed  by  someone  other  than  Ms.  Hoff- 
man herself.  Who  signed  this  document  and  what  knowledge  Bais 
Fruma  officials  had  of  this  is  unfortunately  something  upon  which 
the  Staff  can  only  speculate  at  this  point  due  to  the  refusal  of  Bais 
Fruma  officials  to  submit  to  questioning  by  the  Staff. 

It  does  appear  clear,  however,  that  Bais  Fruma  utilized  the  serv- 
ices of  at  least  one  student  broker  for  the  purposes  of  signing  up 
Pell  Grant  eligible  students.  The  Staff  has  obtained  the  files  of  a 
number  of  Bais  Fruma  students  which  came  from  an  admitted  stu- 
dent broker  by  the  name  of  Jacob  Ginzburg.  All  of  these  students 
which  included  Ginzburg  himself  and  his  wife,  Malka,  received  Pell 
Grants.  And  this  is  the  broker  to  whom  the  GAO  representatives 
were  referring  earlier  this  morning  in  their  testimony.  At  the  time 
that  Mr.  Ginzburg's  offices  were  raided  and  he  was  arrested,  a 
number  of  Pell  Grant  application  files  were  seized  and  of  those  33 
were  for  students  who  were  enrolled  at  Bais  Fruma. 

Chairman  NuNN.  Now  Mr.  Ginzburg  has  fled  the  country;  is  that 
right? 

Mr.  Edelman.  Mr.  Ginzburg  has  fled  the  country  and  is  cur- 
rently a  fugitive  from  justice.  There  have  been  reports  that  he  is 
in  Israel,  but  at  this  point  the  authorities  have  not  been  able  to  lo- 
cate him. 

The  evidence  which  the  Staff  has  uncovered  raises  serious  ques- 
tions as  to  whether  Bais  Fruma  had  any  regard  for  who  it  enrolled 
or  how  it  got  its  enroUees.  It  appears  to  the  Staff  that  Bais  Fruma 
was  not  so  much  concerned  with  offering  educational  opportunities 
for  adults  to  pursue  Jewish  scholarship,  as  it  was  with  signing  up 
whomever  it  could  get  its  hands  on  in  order  to  maximize  Pell  Grant 
disbursements  to  the  school. 

In  addition  to  questions  about  Bais  Fruma's  enrollment  practices, 
the  Staff  also  has  serious  questions  about  the  structure  of  Bais 
Fruma's  educational  program.  In  the  first  instance,  Bais  Fruma's 
tuition  charges  seem  to  bear  no  rational  relationship  to  the  school's 
true  costs  of  providing  its  educational  program.  Rather  it  appears 
to  the  Staff  that  Bais  Fruma's  tuition  has  been  artificially  set, 
again,  in  order  to  maximize  the  amount  of  Pell  Grant  disburse- 
ments for  which  its  enrollees  may  be  eligible. 

Moreover,  a  close  analysis  of  Bais  Fruma's  program  leads  one  to 
question  the  reasons  for  its  establishment  as  an  institution  which 
grades  students  and  confers  certificates.  In  essence,  the  students 
enrolled  in  Bais  Fruma's  program  are  doing  nothing  more  than 
reading  various  Jewish  texts  on  their  own  and  occasionally  discuss- 
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ing  these  texts  with  someone  supposedly  more  learned  than  them- 
selves. It  should  be  remembered  as  we  discussed  at  the  outset  of 
this  section,  that  this  activity  is  taking  place  in  the  context  of  a 
community  which  views  the  study  of  Jewish  texts  as  part  of  one's 
religious  obligation.  Thus,  Bais  Fruma  students  are  in  reaHty  doing 
nothing  more  than  what  any  observant  member  of  the  community 
would  otherwise  engage  in  as  part  of  his  religious  observance. 

The  certificate  awarded  by  Bais  Fruma  appears  to  be  an  essen- 
tially worthless  piece  of  paper,  because  as  Bais  Fruma  itself  states, 
its  program  is  not  designed  to  lead  to  career  preparation  or  profes- 
sional progress.  Students  enrolled  in  Bais  Fruma's  program  there- 
fore must  be  engaging  in  this  course  of  study  for  the  sake  of  knowl- 
edge itself.  Again,  it  must  be  remembered  that  this  is  exactly  the 
view  of  study  which  is  at  the  core  of  this  community's  religious  be- 
liefs. 

Why  then  create  a  program  which  grades  students  Eind  has  aca- 
demic transcripts,  which  tracks  satisfactory  academic  progress  and 
which  awards  certificates  of  Judaic  Studies?  In  the  absence  of  any 
evidence  to  the  contrary,  it  seems  clear  to  the  Staff  that  the  only 
reason  must  be  in  order  to  qualify  such  a  program  to  receive  Fed- 
eral student  financial  aid  funds.  This  is  exactly  what  Bais  Fruma 
appears  to  have  done.  It  applied  to  participate  in  Federal  student 
financial  aid  programs  at  the  earliest  moment  at  which  it  became 
legally  entitled.  Upon  being  accepted,  it  steadily  increased  its  par- 
ticipation to  the  point  at  which  it  was  receiving  over  $4.5  million 
in  Pell  Grants  in  1  year  alone.  In  fact,  in  1992,  Bais  Fruma's  Pell 
Grant  receipts  constituted  over  86  percent  of  its  total  income. 

The  main  questions  all  of  this  leads  to,  of  course,  are  why  would 
Bais  Fruma  want  access  to  Federal  funds  and  what  has  it  done 
with  the  Federal  money  it  has  received  over  the  years?  Once  again, 
the  Staff  can  only  speculate  on  these  issues  because  of  the  refusal 
of  Bais  Fruma's  officials  to  submit  to  questioning.  A  review  of  Bais 
Fruma's  financial  statements  and  bank  records,  however,  does  sug- 
gest some  possible  answers. 

The  Staff  reviewed  Bais  Fruma's  bank  account  records  for  the  pe- 
riod December  1989  through  April  1993.  This  review  revealed  the 
following  payments  during  that  time  period  which  are  shown  in  the 
chart  on  the  right.  Cross  checking  these  payments  against  Bais 
Fruma's  financial  statements  reveeils  that  the  payments  to  the 
Rabbinical  Seminary  of  Munkacs  represent  payment  on  a  mortgage 
for  a  piece  of  property  at  1377  42nd  Street  in  Brooklyn.  The  chart  i 
shows  the  payments  to  the  Rabbinical  Seminary  total  $412,500  for 
the  time  period  studied.  This  mortgage,  which  commenced  in  Sep- 
tember 1991,  is  in  the  amount  of  $700,000  and  its  terms  call  for 
interest-only  payments  for  10  years,  payable  at  an  interest  rate  of 
7.5  percent. 

The  Staff  notes  that  Bais  Fruma  made  five  payments,  totally 
$250,000  to  the  Rabbinical  Seminary  between  November  1990  and 
June  1991,  well  before  the  commencement  of  the  mortgage.  The 
Staff  has  been  unable  to  determine  whether  these  payments  were 
related  to  the  purchase  of  this  property. 


'  See  Appendix  F  to  Staff  statement,  pages  189-190. 
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The  payments  to  the  Boro  Park  Torah  Institute,  which,  the  chart 
shows  as  totaling  over  $1.2  million,  also  represent  payment  on  a 
mortgage.  This  one  is  in  the  amount  of  $2  million  for  a  piece  of 
property  located  at  4018  15th  Avenue  in  Brooklyn.  This  address  is 
literally  around  the  block  from  the  first  property,  and  the  chart 
here  shows  photographs  of  each  of  these  properties. 

Senator  Cohen.  Is  that  18  percent  interest? 

Mr.  Edelman.  Yes,  Senator. 

Senator  COHEN.  When  was  that  mortgage  entered  into? 

Mr.  Edelman.  That  mortgage  commenced  in  September  1988 
and  also  called  for  interest-only  payments  for  10  years,  and  as  you 
have  noticed,  the  rate  for  that  mortgage  was  18  percent. 

Senator  COHEN.  Which  bank? 

Mr.  Edelman.  There's  no  bank  involved  in  this.  And,  in  fact, 
there  is  no  note  or  no  paper  evidencing  this  mortgage  or  the  mort- 
gage on  the  other  piece  of  property. 

Chairman  NUNN.  What  were  the  normal  mortgage  rates  when 
that  18  percent  mortgage  was  entered  into? 

Mr.  Edelman.  The  Staff  was  rather  suspicious  of  this  high  inter- 
est rate  so  we  checked  the  mortgage  rate  indices  for  the  year  1988. 
This  check  confirmed  our  suspicions  when  we  found  out  that  in 
September  1988,  mortgage  rates  ranged  between  10  and  11  per- 
cent. Why  Bais  Fruma  would  sign  a  mortgage  for  7  to  8  percentage 
points  more  than  prevailing  market  rates  is  again  something  that 
unfortunately  we  are  unable  to  answer,  because  we  have  not  been 
able  to  get  anyone  at  Bais  Fruma  to  talk  to  us. 

Chairman  NUNN.  Is  that  mortgage  still  current?  Does  it  continue 
today? 

Mr.  Edelman.  That  mortgage  is  still  current.  They  are  still  pay- 
ing monthly  payments,  to  the  best  of  our  knowledge,  on  the  mort- 
gage and  the  rate  is  still  18  percent.  And  as  we  all  know,  mortgage 
rates  since  1988  have  steadily  dropped  to  the  point  where  today 
they  range  from  6  to  7  percent.  And  again  why  Bais  Fruma  has  not 
over  the  years  sought  to  refinance  this  mortgage  or  cut  the  mort- 
gage rate  down  is  a  question  which  we  have  been  unable  to  ascer- 
tain the  answer  to. 

Senator  COHEN.  Excuse  me  for  interrupting,  Mr.  Chairman,  but 
is  that  an  empty  building? 

Mr.  Edelman.  Yes,  Senator,  both  of  the  buildings  are  empty 
buildings  and  the  Staff  went  to  the  location  of  each  of  these  build- 
ings, looked  into  the  buildings,  found  them  to  be  basically  shells  of 
the  building. 

Senator  Cohen.  No  prospects  for  renovation? 

Mr.  Edelman.  We  saw  no  signs  that  any  renovation  had  been 
done  on  either  of  the  buildings  that  any  signs  of  any  renovation 
was  underway  at  any  of  the  buildings.  We  would  note  in  that  re- 
gard that  the  picture  on  the  bottom  which  is  the  15th  Avenue  ad- 
dress, on  which  they  have  a  $2  million  mortgage,  is  a  building 
which  Bais  Fruma  has  now  held  for  5  years.  And  in  those  5  years, 
there  are  no  signs  that  they  have  done  anything  to  make  any  use 
of  the  property  and  all  they  have  done  is  pay  money,  over  a  million 
dollars  on  the  mortgage. 

Chairman  NuNN.  .^e  you  going  to  go  into  explanation  about  the 
recipients  and  who  they  are? 
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Mr.  Edelman.  Yes,  Mr.  Chairman.  The  other  thing  about  these 
two  pieces  of  property  which  has  struck  the  Staff  as  odd,  is  the  fact 
that  as  we  stated  at  the  outset,  Bais  Fruma  is  an  independent 
studies  school.  It  is  a  school  which  has  no  teachers,  no  classrooms, 
no  laboratories,  no  dormitories.  Students  who  attend  the  school 
study  on  their  own  in  their  homes.  Why  then  in  Ught  of  that  Bais 
Fruma  needs  two  such  buildings  of  rather  large  size  is  again  a 
question  which  the  Staff  has  which  no  one  at  Bais  Fruma  has  been 
willing  to  answer  for  us. 

A  closer  examination  of  the  mortgage  holders  on  these  properties 
makes  the  payments  even  more  intriguing.  The  Rabbinical  Semi- 
nary of  Munkacs  is,  of  course,  run  by  the  Munkacser  Hasidic  Move- 
ment. The  Munkacser  Movement  also  runs  Bais  Fruma.  Moreover, 
a  check  of  the  Metronet  name  and  address  database  reveals  two 
addresses  for  the  Rabbinical  Seminary  of  Munkacs— 4712  14th  Av- 
enue and  4601  14th  Avenue,  both  of  those  in  Brooklyn.  These  ad- 
dresses were  confirmed  by  a  call  to  directory  assistance  for  the  718 
area  code  which  is  Brooklyn.  Of  the  two  addresses  listed  for  the 
Rabbinical  Seminary  of  Munkacs,  one,  4601  14th  Avenue,  is  the 
same  address  as  that  of  Bais  Fruma. 

The  Boro  Park  Torah  Institute,  which  is  the  holder  of  the  mort- 
gage on  the  property  pictured  in  the  bottom  photograph,  also  ap- 
pears to  be  affiliated  with  the  Munkacser  Movement.  A  check  of 
the  Real  Property  Display  database  for  the  address  4018  15th  Ave- 
nue, the  address  pictured  here  [indicated],  shows  the  owner  to  be 
"Boro  Park  Torah  Institute,  c/o  Rabbinical  Seminary  of  Munkacs." 
A  cross  check  with  directory  assistance  for  the  718  area  code  re- 
vealed no  separate  telephone  hsting  for  Boro  Park  Torah  Institute. 

It  is  possible  that  these  mortgages  are  nothing  more  than  con- 
venient ways  for  Bais  Fruma  to  launder  its  profits,  while  at  the 
same  time  legitimizing  what  is  in  essence  nothing  more  than  the 
transfer  of  Federal  funds  from  one  arm  of  the  Munkacser  Move- 
ment, namely,  Bais  Fruma  to  other  affiliated  arms,  namely,  the 
Rabbinical  Seminary  and  the  Torah  Institute. 

Similarly,  the  Staff  questions  the  payments  to  Mosdos  Munkacs, 
the  United  Munkacser  Yeshiva,  Congregation  Kahal  Adas  Israel 
Munkacs,  Yeshiva  Minchas  Eluzar  KoUel,  and  Yeshiva  Minchas 
Eluzar,  insofar  as  each  of  these  entities  are  also  arms  of  the 
Munkacser  Hasidic  Movement.  The  affiliation  of  the  first  three  is 
obvious  from  their  names.  The  affihation  of  the  latter  two  was  de- 
termined when  the  Staff  visited  the  4712  14th  Avenue  address  list- 
ed for  the  Rabbinical  Seminary  of  Munkacs.  On  the  outside  of  this 
building,  which  is  only  one  block  away  from  Bais  Fruma,  was  an 
inscription  in  Hebrew  which  read  "Beit  Midrash  VTeshiva  Minchas 
Eluzar  Munkacs." 

According  to  Bais  Fruma's  Cash  Disbursements  Journal  for  the 
period  September  1,  1991  through  August  31,  1992,  the  only  period 
for  which  the  Subcommittee  was  provided  with  such  a  journal,  the 
payments  to  Mosdos  Munkacs  and  Yeshiva  Minchas  Eluzar  KoUel 
were  listed  as  being  for  "educational"  research.  The  Staff  notes  that 
for  the  2-year  period  from  March  1991  through  April  1993,  Bais 
Fruma  paid  a  total  of  $170,500  to  these  two  institutions.  In  addi- 
tion, Bais  Fruma  also  made  a  one-time  payment  of  $8,000  to  K'hal 
Chasidim  Munkacs  London  in  February  1992  and  a  one-time  pay- 
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ment  of  $5,000  to  K'hal  Chasidei  Munkacs  in  March  1992.  The  pur- 
pose of  these  payments  was  also  Hsted  as  "educational  research." 

Why  a  school  which  is  run  as  an  independent,  self-directed  study 
program  needed  to  spend  over  $183,000  on  educational  research  is 
a  question  which  again  the  Staff  has  been  unable  to  answer. 

With  respect  to  the  pa3anents  made  to  Mosdos  Munkacs,  the 
Staff  notes  that  $23,000  paid  to  this  entity  was  wired  to  an  account 
in  B'nei  Brak,  Israel.  The  Staff  has  also  discovered  that  three  wire 
transfers  made  by  Bais  Fruma  in  1992  from  its  own  bank  account 
in  New  York  went  to  Israel  to  an  account  in  the  name  of  Bais 
Fruma.  These  transfers  totaled  over  $120,000.  And  again,  the  Cash 
Disbursements  Journal  lists  these  pa3rments  as  being  for  edu- 
cational research. 

The  payments  to  Congregation  Ksihal  Adas  Israel  Munkacs, 
which  totaled  over  $240,000,  are  listed  in  the  journal  as  being  for 
a  "training  facility."  Again,  why  an  independent  study  school  which 
employs  no  teachers  needs  a  training  facility  is  a  question  which 
the  Staff  cannot  answer. 

The  journal  lists  the  payments  to  Yeshiva  Tifereth  Bunim  as 
being  for  rental  of  a  library  and  the  payments  to  Yeshiva  Chaim 
VShulom  as  being  for  rental  of  a  property  at  1270  52nd  Street, 
Brooklyn.  That  address  is  shown  in  the  photograph  on  the  top. 

From  its  inception  in  1980  until  sometime  in  1986,  Bais  Fruma 
was  located  in  this  address,  pictured  in  the  top  photograph.  Accord- 
ing to  a  February  1989  letter  by  Rabbi  Simche  Waldman,  Bais 
Fruma's  administrator,  the  school  moved  from  the  1270  52nd 
Street  address  to  its  current  location  at  4601  14th  Avenue  in  order 
to  secure  additional  space.  The  letter  states  that  students  and  fac- 
ulty were  transferred  to  the  new  location  at  that  time.  The  photo- 
graph at  the  right  shows  this  location  today.  Nothing  on  the  out- 
side of  the  building  indicates  that  it  has  anything  to  do  with  Bais 
Fruma.  Indeed  the  sign  on  the  outside  of  the  building  reads,  Tal- 
mud Torah  Tiferes  Bunim  Annex.  This  building  is  attached  to  the 
building  in  the  photograph  on  the  bottom  which  also  bears  a  sign 
reading  Talmud  Torah  Tiferes  Bunim.  The  address  for  this  building 
is  5202  13th  Avenue. 

As  you  will  notice  from  the  photographs  the  sign  on  each  of  the 
buildings  contains  Hebrew  writing  above  the  English  name.  While 
I  do  not  expect  any  of  the  members  of  this  panel  to  be  able  to  read 
that  writing,  I  can  tell  you  that  it  states 

Senator  COHEN.  I  wouldn't  be  so  sure  of  that. 

Mr.  Edelman.  I  apologize,  sir. 

Chairman  NuNN.  You  are  right  about  the  Chairman  though. 

Mr.  Edelman.  I  will  read  it  for  you  anyway.  The  writing  reads, 
"Talmud  Torah  Tiferes  Bunim  D'Munkacs,"  again  indicating  that 
the  institutions  operating  in  these  buildings  are  part  of  the 
Munkacser  Movement.  From  observations  of  these  buildings,  it  ap- 
pears that  they  are  a  high  school.  The  Staff  has  been  unable  to  de- 
termine why  Bais  Fruma  is  paying  rent  for  a  building  which  it  ac- 
knowledges having  moved  out  of  years  ago,  nor  does  the  Staff  know 
why  Bais  Fruma  is  renting  a  library  from  a  high  school,  particu- 
larly in  light  of  the  fact  that  Bais  Fruma's  school  bulletin  states 
that  its  own  facility  contains  a  "well  stocked  Judaica  library."  All 


47 

we  do  know  is  that  over  the  past  3  years  the  payments  to  Tifereth 
Bunim  and  Chaim  VShulom  have  totaled  over  $1  million. 

Staff  also  notes  that  as  was  the  case  with  the  two  mortgages 
which  Bais  Fruma  is  paying,  no  written  agreements  appear  to  exist 
with  respect  to  any  of  these  rentals.  Again,  this  raises  questions  as 
to  whether  these  are  legitimate  arms-length  trgmsactions. 

A  number  of  the  recipients  of  the  large  payments  from  Bais 
Fruma  are  either  yeshivas  or  koUels.  These  types  of  entities  are  in- 
stitutions of  religious  study.  Yeshivas  are  generally  institutions  at 
the  elementary  or  secondary  level,  while  kollels  are  generally  insti- 
tutions designed  to  allow  young  married  men  to  pursue  the  study 
of  "Torah  Lishmah";  that  is,  the  study  of  Torah  for  its  own  sake. 
Because  the  yeshivas  are  essentially  parochial  schools  and  the 
kollels  are  non-degree  granting,  nonvocational  schools,  neither  of 
these  types  of  institutions  would  usually  be  eligible  for  direct  Fed- 
eral funding. 

In  light  of  this  fact  and  in  light  of  the  numerous  payments  made 
by  Bais  Fruma  to  these  institutions,  the  Staff  questions  whether 
Bais  Fruma's  participation  in  the  Pell  Grant  program  is  being  used 
by  the  Munkacser  Movement  as  a  vehicle  to  funnel  Federal  funds 
to  various  religious  institutions  which  otherwise  would  be  ineligible 
to  receive  Federal  aid.  While  the  Staff  currently  has  no  direct  proof 
that  such  is  the  case,  the  blanket  invocation  of  the  Fifth  Amend- 
ment privilege  by  the  administration  of  Bais  Fruma  and  their  re- 
fusal to  cooperate  with  our  investigation  leaves  troubling  questions 
such  as  this  unanswered.  The  Staff  would  certainly  like  to  hear 
Bais  Fruma's  explanations  for  these  pajonents,  as  well  as  for  nu- 
merous other  questions  which  we  have  about  its  operations. 

At  this  point,  Mr.  Chairman,  Mr.  Buckley  will  detail  the  results 
of  our  findings  with  respect  to  the  Sara  Schenirer  Teachers  Semi- 
nary. 

Chairman  NUNN,  OK. 

TESTIMONY  OF  DAVID  B.  BUCKLEY,  CHIEF  INVESTIGATOR, 
PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 

Mr.  Buckley.  Mr.  Chairman,  another  school  we  examined  was 
Sara  Schenirer  Teachers  Seminary,  a  small,  private,  nonprofit  reli- 
gious institution  operating  in  Brooklyn,  New  York.  According  to  its 
catalog,  the  school  was  created  to,  "Offer  a  challenging  program  of 
higher  Jewish  study  that  will  prepare  women  to  serve  as  teachers, 
mothers,  and  full  realized  individuals  in  the  Jewish  community." 

Based  on  our  investigation,  we  determined  that  Sara  Schenirer 
veered  from  this  stated  course  in  the  late  1980s  and  has  become 
nothing  more  than  a  Pell  Grant  mill  abusing  this  Federal  program 
and  profiting  from  it.  In  the  past  10  years  this  school  has  drawn 
down  almost  $11  milhon  in  Pell  Grants,  i  Our  investigation  of  Sara 
Schenirer  Teachers  Seminary  revealed  an  institution  which  does 
not  meet  the  eligibility  requirements  to  the  Federal  law  for  partici- 
pation in  the  Pell  Grant  program.  We  believe  the  institution  cir- 
cumvented the  gatekeeping  process  to  become  eligible,  receiving 
waivers  from  the  State  of  New  York  and  the  U.S.  Department  of 
Education. 


1  See  Appendix  G  to  Staff  statement,  page  191. 
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The  school  has  not  only  survived,  but  profited  as  a  direct  result 
of  the  Pell  Grant  program.  Over  97  percent  of  those  enrolled  ob- 
tained Pell  Grants.  And  there  is  little  or  no  relation  between  tui- 
tion charged  and  the  cost  of  the  school's  operation.  Rather  than 
fund  quality  education,  the  school  has  used  its  Pell-generated  prof- 
its to  make  large  investments.  Last  year  it  transferred  over 
$800,000  to  an  affiliate,  paid  off  its  mortgage,  and  maint£iined  over 
$1.2  million  in  mutual  funds.  These  transactions  would  have  been 
impossible  were  it  not  for  the  Pell  Grant  program.  Courses  offered 
do  not  confer  a  degree  nor  lead  to  employment  in  a  recognized  field, 
but  instead  result  in  a  nonvocational  certificate  in  Judaic  culture 
and  religious  heritage. 

We  seriously  question  whether  the  Pell  Grant  program  was  in- 
tended to  subsidize  these  kinds  of  programs.  The  quality  of  the 
education  received  is  doubtful.  Several  students  that  were  inter- 
viewed could  not  even  recall  attending  the  school's  classes.  Many 
students  attended  classes  because  they  were  paid  to  do  so.  Classes 
were  held  in  community  centers  or  synagogue  basements  and  some 
instructors  are  part  time  and  also  teach  at  a  competitor's  school. 
Books  are  loaned  by  the  school  and  despite  an  enrollment  of  over 
1,500  students  in  1991,  the  school  spent  only  $21,000  on  education 
materials  and  supplies  that  year. 

We  found  incomplete,  erroneous  or  questionable  student  files  and 
documents.  Some  data  in  student  files  is  clearly  an  error,  as  it  is 
inconsistent  with  the  information  contained  in  the  files  and  other 
schools  the  students  supposedly  attended  for  which  they  also  re- 
ceived Pell  Grants.  Some  students  interviewed  said  that  they  had 
not  attended  the  school,  nor  received  a  Pell  Grant  in  contrast  to 
school  records.  Department  of  Education  data  reflects  some  stu- 
dents received  Pell  Grants  at  several  other  schools,  yet  none  of  the 
students  transferred  credits. 

The  Staffs  inquiry  into  the  operation  of  Sara  Schenirer  Teachers 
Seminary  has  been  difficult  and  time-consuming.  While  we  have 
uncovered  evidence  of  what  the  Staff  considers  to  be  abuse  of  the 
Federal  Pell  Grant  program  at  Sara  Schenirer,  we  have  to  date 
been  unable  to  determine  all  of  the  facts  concerning  the  school's 
participation  in  the  Federal  program.  This  is  largely  due  to  the  fact 
that  no  one  at  the  school  will  consent  to  be  interviewed  by  the  Sub- 
committee Staff.  As  a  result,  the  Subcommittee  issued  deposition 
notices  and  appearance  subpoenas  to  Mr.  Michoel  J.  Meisels,  the 
president  and  dean  and  to  Mrs.  Toby  Broyde,  the  director  of  stu- 
dent financial  aid. 

Counsel  for  both  Meisels  and  Broyde  advised  the  witnesses 
would  decline  to  testify  citing  their  Fifth  Amendment  privilege, 
protecting  them  from  self-incrimination,  i  Counsel  for  the  school 
also  advised  the  Staff  that  his  recommendation  to  any  other  em- 
ployees of  the  school  which  the  Subcommittee  may  subpoena  for 
testimony  would  be  that  the  employee  not  answer  any  of  the  Sub- 
committee's questions  and  invoke  the  constitutional  privilege.  So 
the  Staff  had  to  rely  almost  exclusively  on  document  review  and 
interviews  of  students  to  learn  anything  about  the  operations  of  the 
school. 


1  Exhibit  No.  24  retained  in  Committee  files. 
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Attempts  to  obtain  information  from  the  school's  board  of  direc- 
tors resulted  in  the  same  response.  Mr.  Yitzchak  Eichenthal,  a 
CPA  and  member  of  the  board;  Mr.  Elyasaf  Slanger,  the  current 
chairman  of  the  board;  and  Mr.  Samuel  B.  Tress,  the  former  chair- 
man of  the  board,  all  advised  through  counsel  that  they  too  would 
assert  their  right  not  to  incriminate  themselves  if  called  to  testify 
in  deposition. 

No  one  at  this  school  will  cooperate  with  the  Congress  in  its  ex- 
amination of  their  receipt  of  over  $11  milUon  in  Federal  funds.  Last 
year  Sara  Schenirer  enrolled  over  2,000  persons  in  certificate  pro- 
grams which  are  not  vocational  in  nature  and  are  not  designed  to 
lead  to  employment  of  any  kind. 

Chairman  NUNN.  Is  this  school  still  receiving  Federal  money  as 

we  speak? 

Mr.  Buckley.  It  was  cut  off  last  week  by  the  Department  of  Edu- 
cation. 

Chairman  NUNN.  Is  that  a  cut  off  or  is  that  just  raising  ques- 
tions? What  has  the  Department  actually  done? 

Mr.  Buckley.  The  Department  has  put  them  on  notice  that  they 
are  being  reviewed  because  the  Department  now  understands  that 
they  are  not  a  vocational  school.  It  also  put  them  on  a  reimburse- 
ment plan.  In  effect,  they  are  not  allowed  to  disburse  any  Federal 
funds  whatsoever.  If  they  elect  to  disburse  their  own  funds  and 
later  on  it  is  reversed  and  they  are  determined  to  be  eligible,  the 
Department  will  reimburse  them  for  those  monies. 

Chairman  NUNN.  But  they  were  receiving  money  until  last  week 
from  the  Federal  Government? 

Mr.  Buckley.  That  is  correct. 

Chairman  Nu^fN.  When  did  you  first  try  to  question  these  offi- 
cials in  this  particular  school? 

Mr.  Buckley.  We  served  the  Subcommittee's  document  request 
subpoena  in  February.  I  think  it  was  February  25  of  this  year  and 
since  that  time  have  raised  a  variety  of  questions  with  counsel  and 
have  asked  repeatedly  to  be  permitted  to  interview  employees  at 
the  school,  financial  aid  officer,  the  dean,  and  others  and  we  were 
denied. 

Chairman  NUNN.  How  much  Federal  money,  taxpayer  money, 
has  this  school  received  since  you  first  tried  to  interview  them  and 
were  refused  cooperation? 

Mr.  Buckley.  Well,  Senator  it  was  probably  right  at  the  end  of 
the  spring/summer.  They  did  not  receive  any  over  the  summer  be- 
cause school  was  out.  I  have  no  idea  how  much  they  drew  down 
in  September.  I  do  not  know  the  answer  to  that. 

Chairman  NUNN.  How  much  in  the  previous  year,  1992? 

Mr.  Buckley.  In  1992,  they  pulled  down  almost  $5  milHon. 

Chairman  NuNN.  So  you  have  got  a  school  where  it  is  getting 
taxpayer  money— $4,  $5,  $6  miUion  a  year,  in  that  range— that  ab- 
solutely refuses  to  cooperate  in  any  inquiry  relating  to  how  they 
are  spending  that  money  or  how  they  are  receiving  that  money  or 
their  students? 

Mr.  Buckley.  Any  inquiry  by  this  Subcommittee.  That  is  not  to 
say  that  they  have  not  allowed  the  Department  of  Education  in  the 
door,  but  we  have  not  been  welcome. 
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Chairman  NUNN.  Do  you  know  whether  the  Department  has 
been  given  access? 

Mr.  Buckley.  I  know  that  the  Department  of  Education  con- 
ducted a  program  review  of  this  institution  late  last  year  and  early 
this  year.  I  assume  they  were  given  access  to  files.  In  their  report, 
they  do  not  say  anything  about  being  prohibited  of  access. 

Chairman  NuNN.  But  that  review  by  the  Department  did  not  re- 
sult in  any  action  taken  against  the  school,  did  it? 

Mr.  Buckley.  It  was  basically  a  clean  report.  They  did  not  find 
anj^hing. 

Chairman  NuNN.  And  that  was  when? 

Mr.  Buckley.  That  was  the  end  of  last  year.  I  think  that  report 
was  finalized  in  January  of  this  year. 

Chairman  NUNN.  Did  you  share  the  information  from  this  Sub- 
committee with  the  Department  of  Education? 

Mr.  Buckley.  I  have,  yes,  sir. 

Chairman  NuNN.  Is  it  your  belief  that  that  is  the  basis  on  which 
they  have  cut  off  the  funds? 

Mr.  Buckley.  I  believe  that  when  we  advised  the  Department 
that  we,  the  Staff,  were  unable  to  determine  how  these  schools  met 
the  statutory  definition  of  an  institution  of  higher  education  to  par- 
ticipate in  the  programs,  that  they  went  back  and  reviewed  these 
schools  and  their  participation.  And  based  on  this  subsequent  re- 
view, under  the  current  management  of  the  Department,  they  de- 
cided to  terminate  or  at  least  call  into  question  their  continued  par- 
ticipation. 

Chairman  NuNN.  Can  you  tell  me  again  when  the  Department 
reviewed  this  school  and  when  it  was  given  a  clean  review? 

Mr.  Buckley.  Yes,  the  review  was  conducted  at  the  end  of  last 
year,  December  of  1992. 

Chairman  Nunn.  The  end  of  1992? 

Mr.  Buckley.  Yes,  £ind  then  the  report  was  prepared,  I  believe, 
in  January.  We  subpoenaed  the  school  in  February. 

Senator  COHEN.  Mr.  Chairman,  could  I  just  inquire?  Could  you 
explain  to  me  how  a  review  can  be  conducted  in  a  period  of  roughly 
a  month  of  December  and  a  report  issued  in  January,  and  yet  no 
action  has  been  taken  since  you  called  it  to  the  attention  of  the  De- 
partment in  as  early — I  assume  it  was  February  when  you  issued 
the  statement?  So  we  have  gone  from  February  until  October  be- 
fore any  action  is  taken?  So  they  can  give  a  clean  bill  of  health  in 
1  month,  but  cannot  cut  off  pa3rments  for  a  period  of  10  months? 

Mr.  Buckley.  Senator,  I  am  sorry  I  gave  you  that  impression. 
We  served  a  subpoena  on  them  in  February.  It  took  until  May  be- 
fore they  started  producing  any  documents  whatsoever.  And  it  was 
after  sitting  down  and  reviewing  those  documents  and  reading 
what  the  school  had  provided  to  us  and  then  comparing  it  to  what 
we  know  about  the  law.  It  was  already  early  summer  before  we  ap- 
proached the  Department  with  our  concerns. 

Senator  Cohen.  So  you  did  not  approach  them  until  August, 
July-August? 

Mr.  Buckley.  It  was  July,  yes,  sir. 

Senator  Cohen.  Is  it  fair  to  say  that  but  for  the  activities  of  the 
Subcommittee  that  there  would  be  no  action  taken  against  this 
particular  school? 
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Mr.  Buckley.  I  think  that  is  very  fair  to  say. 

Senator  COHEN.  Thank  you,  Mr.  Chairman. 

Mr.  Buckley.  The  school's  student  body  is  mostly  comprised  of 
elderly,  Russian  immigrants  who  are  paid  to  attend  classes  in  basic 
English  and  Jewish  culture  and  religious  studies.  99  percent  of 
those  enrolled  in  the  school's  immigrant  culture  program  received 
Pell  Grants.  In  just  the  last  2  years,  the  Federal  Government  has 
spent  $8  million  so  that  3,600  immigrants  could  attend  Sara 
Schenirer  classes  in  Jewish  history  in  the  basements  of  synagogues 
and  community  centers  in  Brooklyn  and  the  Bronx.  All  of  the  im- 
migrants are  poor;  many  are  elderly;  some  in  their  70s  and  80s. 
Many  of  the  students  that  we  were  able  to  locate  and  interview  ad- 
mitted that  they  attended  the  classes  because  they  are  financial  de- 
pendent on  the  several  hundred  dollars  they  receive  from  the 
school  each  semester  to  attend  classes. 

Last  year  this  nonprofit,  tax  exempt  school  reported  a  net  worth 
in  excess  of  $2  miUion.  It  had  investments  totaling  $1.2  million  and 
spun  off  at  a  cost  of  over  $800,000,  a  new  tax  exempt  organization. 
Sara  Schenirer's  revenue  for  the  fiscal  year  ending  June  1992  was 
$3.2  milHon,  almost  all  of  which  was  Federal  Pell  Grant  funds.  Its 
administrators,  a  husband  and  wife  team,  took  over  $112,200  in 
cash  compensation  for  the  1991-1992  school  year.  We  discovered 
that  while  its  enrollment  of  Pell  Grants  received  mushroomed,  ex- 
penses for  educational  materials  and  supplies  decreased  dramati- 
cally. .  -  , 

In  1989,  the  school  spent  $127,177  on  education  materials  and 
supplies,  but  in  1992,  when  gross  revenue  reached  $3.2  million,  the 
school  spent  a  paltry  $60,188  on  educational  materials,  i  According 
to  the  data  of  the  Department  of  Education,  the  school's  enrollment 
skyrocketed  in  the  last  couple  of  years  from  51  students  receiving 
Pell  Grants  in  1988-1989  to  2,102  in  the  1992-1993  school  year. 

Like  too  many  schools  operating  in  the  Federal  student  aid  pro- 
grams, Sara  Schenirer  Teachers  Seminary  is  not  successfiil  because 
of  its  ability  to  thrive  in  a  free  market,  instead  it  is  profitable  be- 
cause of  the  Federal  Pell  Grant  program.  Would  5,000  students 
have  attended  this  institution  if  they  had  to  pay  the  tuition 
charged  by  Sara  Schenirer?  The  answer  is  evident  after  reviewing 
the  fects.  The  vast  majority  of  the  student  body  paid  nothing,  but 
instead  were  paid  $200  a  semester  to  attend  classes. 

Many  people  in  New  York's  Russian  community  told  the  Staff 
that  the  people  enrolled  in  these  programs,  do  so  because  of  the 
payments  they  receive  to  attend  classes.  None  of  the  students  we 
interviewed  would  be  willing  to  pay  to  attend  the  classes  and  sev- 
eral said  they  would  not  bother  enrolling  if  they  were  not  paid  to 
attend. 

In  1992,  aside  from  its  $3.2  million  in  tuition  revenue,  the  school 
reported  income  from  only  three  other  sources.  They  received  about 
$43,000  in  contributions.  It  received  $33,000  from  investment  in- 
come. And  it  received  $5,732  from  the  Department  of  Education 
which  paid  it  to  properly  administer  the  Pell  Grant  programs.  After 
all  expenses,  Sara  Schenirer  Teachers  Seminary  reported  $1.3  mil- 
lion in  excess  revenue  for  the  1991-1992  school  year. 


1  See  Appendix  H  to  Staff  statement  on  page  192. 


52 

Chairman  NUNN.  The  Department  of  Education  pays  schools  to 
administer  the  Pell  Grant  program? 

Mr.  Buckley.  Yes,  Senator. 

Chairman  NuNN.  Is  that  a  normal  fee? 

Mr.  BuciCLEY.  To  provide  them  with  administrative  costs  because 
we  wire  the  money  into  their  accounts  and  they  are  to  properly  dis- 
burse it  into  their  tuition  accounts  and  to  the  students.  And  we  re- 
imburse, as  far  as  I  know,  all  schools  that  participate  in  Title  IV 
program. 

Tuition  charged  is  $1,175  per  semester,  $25  less  than  the  $1,200 
maximum  Pell  Grant  award  per  semester.  The  tuition  fee  to  attend 
this  federally-tax  exempt  school  has  very  little  to  do  with  what  it 
cost  to  educate,  but  has  everything  to  do  with  the  Federal  student 
grant  programs  that  its  students  are  qualified  to  participate  in. 
Sara  Schenirer  Teachers  Seminary  is  truly  a  Government-spon- 
sored enterprise  with  its  profitable  existence  due  to  the  funds  made 
available  by  the  Federal  taxpayer  for  programs  of  dubious  worth. 

The  Staff  reviewed  the  school's  participation  in  the  Federal  stu- 
dent aid  programs  and  the  school  initially  applied  for  participation 
in  1974.  We  have  already  gone  over  the  Federal  criteria  the  school 
must  meet,  so  I  will  not  go  over  that  again.  But  I  will  say  that  in 
our  1990  investigation  of  the  Federal  student  aid  programs,  we 
found  this  gatekeeping  function  by  the  Department  of  Education  to 
be  ineffective  and  almost  meaningless. 

During  this  review,  we  found  this  to  be  true  in  the  case  of  Sara 
Schenirer  Teachers  Seminary,  i  Based  on  our  review  of  this  school's 
participation  of  the  program,  we  made  the  following  observations. 
First,  the  requirement  for  State  licensing.  There  was  recognition  by 
the  State  and  oversight  provided  by  such  a  process  was  waived  by 
the  Department  of  Education.  Sara  Schenirer  is  a  religious  institu- 
tion not  regulated  by  the  State  of  New  York's  Department  of  Edu- 
cation because  the  school  is  not  recognized  by  the  State  as  a  de- 
gree-granting institution  and  because  its  wholly  religious  status, 
the  State  refused  to  license  it. 

Chairman  NuNN.  So  you  got  the  State  of  New  York  that  would 
not  license  it  and  you  have  got  the  Federal  Government  pouring 
money  into  it? 

Mr.  Buckley.  That  is  correct.  In  May  1985,  the  New  York  State 
Education  Department  solely  for  the  purpose  of  the  school's  appli- 
cation to  continue  participation  in  Federal  student  aid  programs, 
authorized  Sara  Schenirer  to  provide  programs  beyond  a  secondary 
education.  The  State  Department  of  Education  did  so  at  the  U.S. 
Department  of  Education's  request.  It  is  not  something  they  want- 
ed to  do.  As  a  matter  of  fact,  the  correspondence  files  indicate  that 
they  were  dragging  their  feet;  they  did  not  want  to  confer  any  rec- 
ognition at  all;  but  they  issued  a  letter  saying  solely  for  Federal 
purposes,  we  will  recognize  you  as  an  institution  of  post-secondary 
education. 

Chairman  NuNN.  That  was  in  1985? 

Mr.  Buckley.  Yes,  sir.  When  it  applied  for  recognition  in  1974, 
Sara  Schenirer  was  not  accredited,  instead  it  certified  that  at  least 
three  accredited  institutions  accepted  its  students  and  academic 


1  Exhibit  No.  14  retained  in  Committee  files. 
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credits  earned  at  Sara  Schenirer  as  transfer  students.  As  Mr. 
Edelman  told  you,  this  is  known  as  the  SIC  method  of  ehgibihty. 
After  two  tries,  the  Sara  Schenirer  certification  was  accepted  in 
Ueu  of  accreditation.  The  second  gate  was  open. 

Finally,  a  school  must  be  financially  responsible  and  satisfy  eligi- 
bility requirements  to  qualify  for  participation  in  these  Federal  stu- 
dent aid  programs.  This  determination  is  made  by  the  staff  of  the 
U.S.  Department  of  Education's  Washington,  D.C.  office.  In  the 
case  of  Sara  Schenirer,  we  were  unable  to  review  the  Department's 
financial  certification  file  for  the  school,  because  it  is  missing  from 
the  Department's  files.  Repeated  attempts  by  the  Department  to  lo- 
cate the  file  were  fruitless. 

Chairman  NUNN.  Was  that  an  exception  or  were  there  a  number 
of  files  missing? 

Mr.  Buckley.  Senator,  as  we  testified  in  1990,  the  certification 
and  eligibility  files  at  that  time,  there  were  literally  hundreds  of 
schools  which  the  files  were  lost  or  had  been  misplaced.  At  that 
point  the  two  offices  were  not  communicating  certification 

Chairman  NuNN.  What  two  offices? 

Mr.  Buckley.  The  certification  office  and  the  ehgibility  office. 

Chairman  NuNN.  Both  in  the  Department  of  Education? 

Mr.  Buckley.  Yes.  Since  then,  the  Department  has  reorganized 
that  effort  and  put  all  those  people  together  and  is  moving  all  those 
files  together.  I  understand  that  every  day  as  they  go  through  the 
files  and  put  them  in  a  new  fihng  cabinet,  they  are  finding  files 
they  have  been  missing  for  at  least  a  decade.  So  maybe  Sara 
Schenirer's  file  will  turn  up  some  day.  It  could  be  just  misfiled. 

We  are  unable  to  determine  how  Sara  Schenirer  Teachers  Semi- 
nary was  deemed  eligible  under  the  law,  because  it  was  not  li- 
censed or  recognized  by  the  State  of  New  York;  did  not  confer  de- 
grees; and  its  courses  were  not  designated  to  prepare  students  for 
gainful  employment  in  their  recognized  occupation.  The  Depart- 
ment apparently  evaluated  the  programs  and  made  a  determina- 
tion that  "these  teacher  training  seminaries  are  comparable  to 
similarly  accredited  bachelor-degree  granting  institutions  in  the 
United  States."  We  note,  however,  that  Sara  Schenirer  does  not 
conifer  degrees.  Regardless,  the  third  and  final  gate  was  open. 

On  December  3,  1988,  the  Accrediting  Council  for  Continuing 
Education  and  Training,  ACCET,  of  Richmond,  Virginia,  accredited 
Sara  Schenirer  Teachers  Seminary,  ending  the  3IC  debate  for  the 
school. 

Mr.  Chairman,  the  Staff  points  out,  however,  that  the  Depart- 
ment use  the  accreditation  as  part  of  its  rubber  stamp  approval 
process.  The  Department  did  not  know  until  1993  that  ACCET  ac- 
credits avocational  schools,  such  as  this  one. 

According  to  its  course  catalog,  Sara  Schenirer  Teachers  Semi- 
nary operates  the  following  programs — Judaic  studies  certificate 
program  at  64  semester  hours;  Judaic  culture  certificate  program 
at  64  semester  hours;  and  offers  Judaic  culture  diploma  program 
at  56  semester  hours.  In  addition,  the  school  has  operated  a  special 
education  program  and  had  a  foreign  branch  in  Israel,  Seminar 
Yerushalayim,  a  full-day  seminary  for  female,  American  students. 

As  is  evidenced  by  the  volume  of  Pell  Grants,  the  seminary's  en- 
rollment started  to  build  in  1988  and  then  grew  dramatically.  We 


54 

believe  that  most  of  this  growth  can  be  attributed  to  the  immigrant 
culture  program  which  offers  the  Judaic  culture  certificate  and  di- 
ploma programs. 

According  to  the  school's  catalog  and  filings  made  with  its  accred- 
iting body  asset,  the  immigrant  culture  program  is  designed  to  edu- 
cate recent  immigrants.  "The  American  scene  was  in  recent  years 
suddenly  faced  with  the  arrival  of  an  influx  of  immigrsmts  fi'om 
such  countries  as  Russia  and  Iran,  where  individuals  of  Jewish 
faith  have  not  had  the  opportunity  to  study  and  practice  their  rich 
heritage  and  culture.  As  they  arrive  on  the  free  shores  of  the  Unit- 
ed States,  their  interest  to  learn  about  the  history,  culture  and  in- 
tellectual underpinnings  of  their  religious  heritage  is  suddenly 
awakened.  Sara  Schenirer  Teachers  Seminary,  in  response  to  this 
need  has  created  the  immigrant  culture  program,  the  purpose  of 
which  is  to  fill  this  burning  intellectual  and  spiritual  need  through 
a  program  of  academics  designed  to  mold  the  student  culturally 
and  acclimate  him  to  the  American-Jewish  scene."  i 

While  the  Staff  certainly  acknowledges  a  person's  right  and 
choice  to  study  his  or  her  religious  heritage,  we  strongly  question 
whether  these  types  of  nonvocational,  non-degree  granting  pro- 
grams satisfy  the  intent  or  policy  goals  underlying  the  Federal  Pell 
Grant  program.  We  question  the  fact  that  the  Federal  Government 
paid  Sara  Schenirer  millions  of  dollars  in  the  last  2  years  to  put 
this  program  on,  a  program  which  pays  its  students  to  attend  its 
classes,  in  which  for  those  who  complete  it,  result  in  a  certificate 
that  has  no  recognition  or  marketability. 

By  offering  the  English  language  lessons  to  Russian  immigrants 
in  the  Bronx,  the  school  came  to  the  attention  of  Don  Bluestone, 
the  director  of  a  community  center  there.  The  Staff  interviewed  Mr. 
Bluestone  who  subsequently  provided  the  Subcommittee  with  an 
affidavit  which  the  Subcommittee  is  releasing  this  morning.  Mr. 
Bluestone  testified  2  that  some  of  the  services  offered  at  his  commu- 
nity center  are  specifically  designed  to  help  recent  immigrants  in 
getting  settled  in  the  United  States.  His  center's  Russian-Jewish 
settlement  and  outreach  center  provides  help  with  apartments, 
jobs,  social  clubs,  child  care  and  training.  The  center  offers  free 
classes  in  basic  English  to  immigrants. 

Bluestone  said  that  in  1991,  his  center  was  providing  free  Eng- 
lish classes  to  approximately  100  Russian  immigrants.  He  used  vol- 
unteer instructors  to  teach  basic  survival  English  to  the  Russians, 
because  there  was  and  is  a  real  need  for  it  in  the  community.  At 
that  time,  Bluestone  spread  the  word  that  he  needed  more  volun- 
teer English  teachers.  Bluestone  stated  that  Sara  Schenirer  Teach- 
ers Seminary  responded  to  the  call.  Bluestone  said  that  an  em- 
ployee of  Sara  Schenirer  called  him  and  told  him  that  Sara 
Schenirer  would  teach  English  to  the  immigrants  and  using  Gov- 
ernment student  aid  provide  the  students  with  a  stipend.  A  cash 
payment  of  $400  per  year,  per  student  to  attend.  There  would  be 
no  cost  to  the  student  or  the  center  and  no  cost  for  Sara  Schenirer 
to  use  the  center's  facilities.  In  fact,  Sara  Schenirer  would  be  re- 
ceiving Federal  Pell  Grant  funds  for  this  service. 


1  Exhibits  Nos.  15  and  16  retained  in  Committee  files. 

2  See  Exhibit  No.  30  on  page  264. 


55 

The  Federal  Government  would  now  be  paying  $1,200  per  stu- 
dent, per  semester  for  the  same  course  Bluestone  had  previously 
provided  at  no  cost  on  a  volunteer  basis.  Of  that  amount,  $1,200, 
$200  was  paid  to  each  student  per  semester.  In  the  fall  of  1991, 
Bluestone  said  Sara  Schenirer  enrolled  hundreds  of  Russian  immi- 
grants in  English  classes  at  the  community  center.  Employees  as- 
sisted the  immigrants,  many  of  whom  were  elderly  and  not  very 
well  educated  in  filling  out  forms,  including  Federal  Pell  Grant  ap- 
plications provided  by  the  representatives  of  Sara  Schenirer. 

I  just  want  to  point  out  here  that  the  Federal  Pell  Grant  student 
aid  application,  for  that  matter,  is  entirely  in  English.  There  are 
no  Russian  translations  of  it  available,  and  all  of  the  catalogs  and 
advertisements  that  we  have  seen  from  Sara  Schenirer  have  been 
in  English. 

The  students  were  happy  with  the  instruction  and  very  happy 
that  they  were  being  paid  to  attend  the  classes.  Bluestone  said, 
however,  that  things  changed.  He  began  hearing  through  his  em- 
ployees that  some  of  the  immigrants  were  confused.  Upon  inquiry, 
Bluestone  said  that  he  had  learned  that  Sara  Schenirer  was  teach- 
ing not  only  English  but  Hebrew  as  well.  He  wondered  how  elderly 
Russians  were  supposed  to  learn  two  very  distinct  and  complex  lan- 
guages at  the  same  time.  His  concern  grew  into  alarm  when  he  was 
told  that  the  students  were  not  only  being  taught  about  Judaic  his- 
tory, but  were  also  being  forced  to  convert  to  orthodox  Judaism. 
Bluestone  stated  he  raised  these  concerns  with  the  instructors  and 
things  appeared  to  return  to  normal.  Bluestone  said  that  the  se- 
mester ended  in  the  summer  of  1992  without  incident. 

In  the  fall  of  1992,  Bluestone  began  to  wonder  why  Sara 
Schenirer  had  not  returned  to  offer  the  English  classes.  He  learned 
that  the  school  had  moved  its  English  and  Judaic  studies  programs 
to  a  synagogue  and  then  later  to  another  community  center  in  the 
Bronx.  Bluestone  told  the  Staff  that  he  thinks  that  Sara  Schenirer 
is  exploiting  the  Russian  immigrant  population  by  using  Federal 
Pell  Grants  to  pay  the  immigrants  to  attend  its  classes. 

Senator  COHEN.  Can  I  interrupt  you?  I  do  not  think  he  is  exploit- 
ing the  Russian  immigrant  classes;  I  think  he  is  exploiting  the  Fed- 
eral taxpayers.  This  is  another  form  of  welfare  that  is  being  ex- 
tended to  new  immigrants  coming  into  the  country  that  is  not 
being  supervised  by  HHS  and  it  is  not  being  supervised  by  the  De- 
partment of  Education. 

Chairman  NUNN.  And  the  worst  of  it  is  the  Russian  immigrants 
are  not  getting  most  of  the  money.  Most  of  the  money  is  going  to 
unknown,  at  this  stage,  sources,  except  what  we  have  seen  on  the 
charts.  If  it  was  going  to  be  a  welfare  program,  you  could  do  it 
much  more  efficiently  with  much  more  help  to  the  beneficiaries 
than  the  way  this  one  is  being  ripped  off. 

Mr.  Buckley.  Yes,  sir,  I  would  agree,  at  a  very  high  cost.  We 
contacted  several  schools  in  the  Washington,  D.C.  area  which  offer 
training  to  immigrants  and  people  that  want  to  learn  English  as 
a  second  language.  It  costs  $8  an  hour  to  attend  classes  in  English. 
If  you  want  a  private  tutor,  one-on-one,  it  is  only  $30  an  hour.  So 
for  $2,400  you  could  get,  I  would  assume,  quite  extensive  education 
in  the  English  language,  instead  of  what  these  people  are  getting 
here  which  is  just  survival  English. 
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The  Staff  has  learned  that  Sara  Schenirer's  practice  of  paying 
students  to  attend  classes  is  not  unique  and  may  be  a  growing  phe- 
nomena in  the  New  York  area.  The  General  Accounting  Office, 
using  the  Pell  Grant  data  for  37  Judaic  schools  in  the  New  York 
area,  found  over  140  students  who  had  received  Pell  Grants  from 
four  or  more  schools  from  1987  to  1992.  The  Staff  considers  this 
rather  odd,  because  as  best  we  are  able  to  determine  these  schools 
offer  basically  the  same  type  of  programs  and  classes — English  as 
a  second  language  and  Judaic  history.  For  the  same  period,  1,335 
students  had  attended  three  or  more  schools.  The  data  appears  to 
disclose  that  the  practice  is  not  limited  to  recent  Russian  immi- 
grants, since  for  some  of  the  schools,  the  base  appears  to  be  made 
up  of  members  of  the  ultra-orthodox  local  Jewish  community. 

We  also  note  in  detail  in  our  full  statement.  Our  interviews  of 
some  of  these  students  disclosed  inconsistencies  between  their  aca- 
demic and  financial  aid  files  at  these  different  institutions.  More- 
over, some  of  these  students  told  us  that  they  had  never  heard  of 
nor  attended  some  of  the  schools  for  which,  according  to  the  De- 
partment of  Education  records,  the  schools  received  Pell  Grant 
funds  in  their  names.  We  interviewed  several  former  students  of 
Sara  Schenirer  Teachers  Seminary  who  confirmed  that  they  had 
paid  no  tuition  to  attend  the  school,  but  had  received  payments  to 
attend  classes.  Several  students  stated  that  they  needed  the  pay- 
ments to  survive  financially  and  some  indicated  they  would  not  at- 
tend classes  if  they  were  not  paid  to  do  so.  This  practice  seems  to 
guarantee,  not  only  attendance,  but  students  who  return  for  an- 
other semester.  And  who  would  not? 

The  Staff  did  interview  two  students  of  Sara  Schenirer  who  stat- 
ed they  had  attended  the  school.  One  even  knew  that  the  Federal 
Government  had  paid  for  his  tuition.  What  remains  unexplained  is 
why  or  how  students  appear  to  attend  so  many  different  schools  to 
learn  the  same  subjects.  The  Staff  feels  that  the  Pell  Grant  pro- 
gram contains  a  systemic  weakness  that  awards  this  bizarre  prac- 
tice. There  is  no  limit  on  the  number  of  years  for  which  a  student 
may  receive  a  Pell  Grant.  That  is,  as  long  as  a  student  never  re- 
ceives an  undergraduate  degree,  has  a  financial  need  and  attends 
an  approved  institution,  the  student  may  receive  Pell  Grants  for- 
ever. 

The  Government  assumes  students  want  to  graduate.  We  do  not 
assume  a  student  would  go  from  school-to-school  taking  the  same 
courses  over  and  over  again.  That  alone,  however,  does  not  explain 
how  these  students  knew  to  bounce  from  school-to-school.  We  did 
not  know  if  these  schools  were  collaborating,  shifting  their  students 
from  school-to-school  or  if  the  students  somehow  shopped  from 
school-to-school  to  find  out  who  was  paying  the  largest  stipend. 

The  General  Accounting  Office  learned,  however,  that  some  of 
the  schools  used  Pell  Grant  brokers  to  enroll  students  and  we  were 
told  that  these  independent  salesmen  would  broker-student  bio- 
graphical enrollment  information  to  the  highest  bidding  school. 

Mr.  Chairman  and  Senator  Cohen,  we  realized  that  many  ques- 
tions pertaining  to  Sara  Schenirer's  participation  in  the  Federal 
Pell  Grant  program  remain  unanswered.  Given  the  wholesale  lack 
of  cooperation  by  the  school  during  this  inquiry  and  the  abuses  we 
have  uncovered,  the  Staff  recommends  that  the  Department  of 
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Education  bar  the  school  and  its  officers  and  directors  from  partici- 
pation in  the  Pell  Grant  program  and  refer  the  matter  to  the  In- 
spector General,  the  FBI,  and  the  Internal  Revenue  Service  for  fur- 
ther investigation.  Mr.  Newton  will  now  give  a  summary  of  the 
Staffs  investigation  of  MoUoy  College. 

TESTIMONY  OF  SCOTT  E.  NEWTON,  INVESTIGATOR, 
PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 

Mr.  Newton.  Senator,  as  part  of  the  Staffs  review  of  the  Pell 
Grant  program,  we  examined  the  rapid  growth  in  recent  years  of 
Pell  Grant  funding  at  Molloy  College,  a  private,  nonprofit  college 
in  New  York  State.  Molloy  was  founded  that  in  1955  and  is  located 
in  Rockville  Centre,  Long  Island,  New  York.  Molloy  is  a  college  in 
a  traditional  sense  of  the  word,  with  a  campus,  honor  societies,  and 
athletic  programs.  The  college  offers  over  30  undergraduate  de- 
grees and  a  master  of  science  degree  in  nursing.  The  school  gained 
accreditation  from  the  Middle  States  Association  of  Colleges  and 
Secondary  Schools  in  1967.  Enrollment  has  grown  from  around  40 
in  1955  to  over  3,000  undergraduates  in  1992. 

Beginning  in  1987,  the  school  began  offering  what  the  college 
called  the  associate  degree  program  for  recent  immigrants  at  over 
40  independently  operated  locations  in  the  New  York  City  area. 
This  program  awards  an  associate's  degree  in  liberal  arts  and  ca- 
ters primarily  to  Russian  immigrants.  The  associate's  degree  in  lib- 
eral arts  is  offered  at  the  main  campus,  as  well,  and  normally  re- 
quires 2  years  to  complete.  The  associate  degree  program  for  recent 
immigrants  requires  3  years  to  complete  the  same  framework  of 
courses,  because  of  the  addition  of  two  semesters  of  English  as  a 
second  language. 

Molloy's  enrollment  doubled  in  a  6-year  period,  primarily  as  a  re- 
sult of  the  influx  of  students  enrolling  in  the  associate  degree  pro- 
gram for  recent  immigrants.  Moreover,  the  school's  receipt  of  Pell 
Grant  funds  increased  substantially,  tripling  in  just  2  years,  as  a 
direct  result  of  the  development  and  growth  of  this  program. i  The 
Department  of  Education  and  the  New  York  State  Comptroller's  of- 
fice, on  behalf  of  the  New  York  State  Education  Department,  con- 
ducted audits  and  reviews  of  this  particular  program  which  raised 
a  number  of  questions  concerning  the  school's  participation  in  the 
Pell  Grant  funding  program. 

The  New  York  State  Education  Department,  within  the  past  2 
weeks,  has  found  the  associate  degree  program  for  recent  immi- 
grants significantly  different  from  the  State  approved  program  on 
campus,  leading  for  the  program  being  declared  ineligible  for  stu- 
dent financial  aid  funds.  If  this  finding  is  upheld,  Molloy  faces  hav- 
ing to  repay  all  or  part  of  the  $16  million  in  Federal  and  State  tui- 
tion assistant  grants  disbursed  to  the  associate  degree  program  for 
recent  immigrant  students. 

The  Staff  undertook  its  own  case  study  of  Molloy's  associate  de- 
gree program  and  found  the  following.  Rapid  growth  of  the  off-cam- 
pus associate  degree  program  for  recent  immigrants  led  to  large  in- 
creases in  the  amount  of  Pell  Grant  funds  disbursed  to  the  school 
and  provided  significant  profits  for  the  school  and  the  organizations 


1  See  Appendix  I  to  Staff  statement,  page  193. 
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it  contracted  with.  Promoters  of  the  off-campus  location  offering  the 
associate  degree  program  for  recent  immigrants  sought  out  £ind  as- 
sociated themselves  with  Molloy  College  in  order  to  obtain  eligi- 
bility for  Federal  and  State  financial  aid  and  by  using  the  eligi- 
bility previously  granted  Molloy  by  the  Department  of  Education. 

The  associate  degree  program  for  recent  immigrants  was  specifi- 
cally designed  to  ensure  that  students  paid  no  money  for  the  edu- 
cation, other  than  that  which  the  Government  would  provide  under 
the  grant  programs.  Tuition  not  covered  by  Federal  and  State 
grant  programs  was  waived  by  Molloy  College,  unlike  the  associ- 
ate's degree  offered  on  campus  where  full  tuition  was  collected. 
Students  were  recruited  and  were  paid  to  attend  the  program  in 
exchange  for  signing  up  for  financial  aid.  Employees  of  Molloy  Col- 
lege had  minimal  control  of  or  involvement  in  the  actual  operation 
of  the  off-campus  associate  degree  program  for  recent  immigrants. 
The  off-campus  locations  to  date  have  primarily  given  English  lan- 
guage classes  to  Russian  immigrants,  some  of  whom  we  believe 
have  little  or  no  expectation  of  receiving  a  degree. 

Despite  its  lack  of  control  or  involvement  in  the  actual  operation 
of  the  associate  degree  program  for  recent  immigrants,  Molloy  re- 
ceived a  set  portion  of  the  Federal  Pell  Grant  funds  disbursed  for 
students  attending  the  off-campus  classes.  Molloy  College  lacked 
adequate  oversight  over  the  associate  degree  program  for  recent 
immigrants,  leading  to  many  of  the  findings  listed  by  the  State  and 
the  Department  of  Education  in  their  respective  audits  and  re- 
views. 

The  Middle  States  Association  of  Colleges  and  Schools  failed  in 
its  responsibility  to  assure  the  quality  of  education  of  the  associate 
degree  program  for  recent  immigrants  and  to  provide  an  adequate 
review  process.  Sister  Patricia  Morris  who  was  the  vice  president 
of  academic  affairs  at  Molloy  College,  acting  as  the  school's  contact 
relative  to  the  development  and  oversight  of  the  associate  degree 
program  for  recent  immigrants,  stated  that  the  program  began  in 
the  fall  of  1987  after  Rabbi  Joseph  Gelman  approached  Molloy  for 
their  sponsorship  in  offering  their  associate  degree  through  the  two 
schools  he  represented — the  Long  Island  Seminary  £uid  the  Acad- 
emy for  Jewish  Education. 

The  first  two  locations,  the  Long  Island  Seminary  and  the  Acad- 
emy for  Jewish  Education  initially  enrolled  44  students.  From  this 
modest  start,  the  program  mushroomed  into  over  40  sites  with 
nearly  1,800  students  in  just  5  years.  While  there  are  over  40  sites, 
Molloy  contracts  with  10  orgginizations  which  msinages  these  var- 
ious sites  on  their  own.  As  the  off-campus  program  grew,  so  did  the 
amount  of  Pell  funds  Molloy  received.  As  can  be  seen  in  the  chart 
on  my  right.  Pell  Grant  payments  for  all  students  enrolled  in 
Molloy  actually  fell  slightly  during  the  period  covering  the  1979- 
1980  to  1986-1987  school  years.  Ensuing  years  saw  the  disburse- 
ments increase  10  times  in  size  from  just  over  $328,000  in  1987- 
1988  to  nearly  $3.4  milUon  in  1992  and  1993.  The  amount  of  Pell 
fiinds  provided  nearly  tripled  in  the  1990-1992  to  1991-1992 
school  years  alone. 

Additionally,  a  review  of  the  figures  show  that  the  associate  de- 
gree program  for  recent  immigrants  received  25  percent  of  all  Pell 
disbursed  in  1987,  but  by  1992-1993,  this  figure  had  grown  to  over 
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83  percent.  This  is  significant  as  the  enrollment  of  the  associate  de- 
gree program  for  recent  immigrants  roughly  equaled  the  entire  on- 
campus  enrollment  for  Molloy  College. 

Molloy  College's  total  revenues  in  income  from  tuition  and  fees 
also  increased  as  a  result  of  the  growth  of  the  program.  This  chart  i 
shows  that  the  Molloy's  revenues  increased  dramatically  after 
1990.  The  amount  of  Molloy's  total  tuition  and  fees  which  were 
generated  solely  by  the  associate  degree  program  for  recent  immi- 
grants, grew  from  less  than  1  percent  of  the  total  in  1987-1988  to 
14  percent  of  the  total  in  1991-1992.  Total  revenue  also  climbed 
from  less  than  1  percent  to  10  percent  in  1991-1992. 

The  Subcommittee  reviewed  the  off-campus  contracts  2  for  each  of 
the  organizations  which  associated  with  Molloy  since  the  start  of 
the  program  in  1987.  This  review  showed  that  Molloy  and  the  orga- 
nizations they  contracted  with  to  offer  the  associate's  degree  pro- 
gram for  recent  immigrants,  delegated  all  responsibility  for  con- 
ducting classes,  establishing  locations  for  classrooms,  hiring  of 
teachers  and  recruitment  of  students  to  the  contracting  organiza- 
tions. While  Molloy  College  collected  a  fee-for-student  for  providing 
administrative  services  for  financial  aid  and  student  transcripts 
and  minimal  academic  oversight  and  review. 

They  also  specifically  designed  the  program  to  accept  as  payment 
only  on  what  Federal  and  State  grant  programs  would  provide  in 
contrast  to  procedures  on  campus  where  students  are  expected  to 
pay  the  full  cost  of  tuition.  By  charging  the  students  in  the  associ- 
ate degree  program  for  recent  immigrants  the  same  tuition  as  stu- 
dents attending  on  campus  and  then  accepting  only  what  grants 
the  students  could  receive,  Molloy  College  waived  nearly  40  percent 
of  the  tuition  owed  them.  This  procedure  was  not  used  carte 
blanche  for  students  attending  Molloy's  main  campus. 

The  fees  and  tuition  charged  by  Molloy  were  the  same  for  all  pro- 
grams and  supposedly  were  paid  by  all  students,  both  on  and  off 
campus.  But  instead  in  the  case  of  the  associate  degree  program  for 
recent  immigrants,  the  students  paid  no  money  at  all,  and,  in  fact, 
were  paid  to  attend.  According  to  Anthony  Riso,  the  vice  president 
for  business  and  finance  at  Molloy,  the  college  specifically  designed 
the  program  so  that  students  would  not  have  to  pay  any  personal 
cash  for  tuition  and  fees.  When  asked  if  there  were  any  cash-pay- 
ing students  of  the  associate  degree  program  for  recent  immigrants, 
Riso  replied  that  there  were  not. 

Each  student  who  enrolled  in  this  program  filled  out  forms  for 
either  Pell  Grants  or  New  York  State  Tuition  Assistant  Program 
funds,  commonly  known  as  TAP  funds,  or  most  often  both.  Since 
the  students  were  primarily  Russian  immigrants  who  had  little  or 
no  income,  other  than  that  which  they  received  from  other  public 
assistance  programs,  they  were  often  eligible  for  full  Pell  Grants 
and  TAP  funds.  Whatever  Pell  and  TAP  funds  the  student  received 
were  applied  to  his  or  her  account  for  the  school. 

In  1992-1993,  Molloy  would  keep  $750  per  student  per  semester 
for  the  cost  of  administering  the  program  and  the  remainder  would 
be  given  to  the  organizations.  This  remainder  did  not  nearly  cover 
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2  Exhibit  No.  54  retained  in  Committee  files. 
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the  total  tuition  and  fee  figure  which  for  1992-1993  would  have 
been  $7,990  per  year.  This  gap  was  written  off  or  waived  by  Molloy 
as  Jewish  seminary  costs  and  ultimately  referred  to  as  scholarship 
assistance  or  off-site  institutional  aid.  Whatever  portion,  however 
large  of  the  tuition  that  was  not  covered  by  these  Federal  and 
State  grants,  was  waived. 

To  the  knowledge  of  this  Subcommittee,  neither  Molloy  nor  the 
organizations  that  they  contracted  with,  ever  took  any  actions  to 
collect  any  personal  funds  from  the  off-campus  recent  immigrant 
program  students.  The  Government  was  the  sole  payer  and  sup- 
porter of  this  program  to  the  deep  and  endless  pockets  of  the  Pell 
Grant  program.  The  figures  involved  for  the  amount  of  Pell  and 
TAP  received  by  Molloy  and  the  organizations  in  the  amount  of  tui- 
tion waived  by  the  associate  degree  program  for  recent  immigrants 
were  staggering. 

This  chart  shows  that  in  7  school  years  encompassing  the  1987- 
1988  to  1992-1993  period,  Molloy  charged  $27.6  million  for  the  stu- 
dents attending  the  associate  degree  program  for  recent  immi- 
grants. Over  $6.6  million  in  Pell  Grants  were  awarded  to  the  stu- 
dents who  enrolled  in  this  program.  TAP  funds  provided  an  addi- 
tional $10  million.  The  amount  of  tuition  waived  by  Molloy  equaled 
$11  million.  And  this  figure  was  reached  by  subtracting  the 
amount  of  Pell  and  the  amount  of  TAP  from  the  total  tuition  and 
fees  that  Molloy  supposedly  charged.  This  represents  nearly  40  per- 
cent of  the  total. 

Of  the  Pell  and  TAP  funds  that  were  disbursed  to  these  students, 
Molloy  received  31  percent  of  it  in  the  form  of  the  fee,  $750  per  stu- 
dent per  semester  fee,  that  they  collected  for  $5.1  million.  The  indi- 
vidual organizations  also  grossed  large  amounts  of  money.  Two  of 
the  organizations  received  $4.6  million  and  $2.4  million,  respec- 
tively, and  both  of  these  organizations  started  in  1989  and  the 
other  in  1991.  None  of  the  amounts  of  the  money  that  these  organi- 
zations grossed  would  have  been  available  to  them  had  they  not 
had  access  to  Federal  Pell  and  State  TAP  funds  through  Mollo/s 
already  accredited  £uid  approved  program. 

Our  review  revealed  that  students  in  the  associate  degree  pro- 
gram for  recent  immigrants  were  paid  for  attending  classes.  With 
the  exception  of  one  contractor,  all  sites  provided  stipends  to  their 
students.  These  stipends  were  in  the  form  of  payments  for  each  se- 
mester of  attendance.  These  payments  ranged  from  $200  to  $400 
per  person  per  semester.  And  the  funds  were  paid  out  of  the  Pell 
£uid  TAP  fund  monies  received  by  Molloy. 

The  Staff  learned  that  the  Russian  immigrants  needed  these  sti- 
pends to  survive  in  the  New  York  City  area;  that  the  students  and 
their  spouses  enrolled  solely  to  receive  the  money;  and  that  the 
going  rate  for  stipends  was  well  known  on  the  street;  and  that  the 
students  were  well  aware  of  what  they  should  receive  when  they 
enrolled  in  these  classes.  Those  people  and  Molloy  and  these  orga- 
nizations who  promoted  these  programs  were  clearly  aware  of  this. 

This  chart  i  shows  an  advertising  poster  from  the  Haber  House 
Community  Center,  a  site  under  the  Jewish  Institute  for  New 
Americans  was  contracted  under  Molloy's  program.  As  can  be  seen, 
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nowhere  does  it  say  anything  at  all  about  Molloy  College,  liberal 
arts  or  an  associate's  degree  program  for  recent  immigrants.  In- 
stead, it  advertises  for  adult  English  classes  and  prominently  men- 
tions the  fact  that  stipends  are  available.  The  Staff  believes  that 
many  of  the  students  enrolled  in  this  associate  degree  program  for 
recent  immigrants,  had  no  knowledge  of  or  intent  to  participate  in 
any  degree-granting  program. 

The  Staff  performed  a  review  of  the  number  of  students  who  pos- 
sibly could  have  graduated  from  this  college.  Many  of  the  students 
who  enrolled  simply  have  not  had  enough  time,  based  on  the  length 
of  the  program,  to  graduate.  But  of  those  who  had,  277  who  pos- 
sibly could  have,  69  graduated  for  a  25  percent  graduation  rate. 
The  Staff  was  also  concerned  about  the  quality  of  the  education 
that  was  being  provided  off  site.  And  it  did  not  appear  to  approach 
what  the  Subcommittee  would  describe  as  college  level  associate's 
degree  work. 

The  Subcommittee  found  tests  that  were  simply  color  wheels 
where  students  filled  in  the  appropriate  colors  as  requested.  A  site 
where  the  director  estimated  that  50  percent  of  the  classes  were 
taught  in  Russian,  negating  it  seems  the  rationale  of  providing  two 
semesters  of  English  as  a  second  language  at  the  very  beginning 
of  the  program.  A  site  where  the  mentoring  method  was  used  re- 
quiring only  that  students  attend  five  times  a  semester  and  assign- 
ing a  mentor  to  oversee  their  self-study  of  the  material.  This  was 
not  an  approved  method  of  offering  the  course,  according  to  the 
New  York  State  Education  Department. 

We  also  found  elderly  students — some  as  old  as  87 — £md  one 
class  where  the  instructor  said  that  all  the  students  had  had 
strokes.  She  said  they  could  internalize  the  material,  but  not  ex- 
press it  well.  The  oversight  of  the  program  by  Molloy  centered 
around  ensuring  that  administrative  requirements  were  met  and 
did  not  include  any  in-depth  review  of  the  quality  of  the  education 
or  the  methods  used  to  enroll  and  attract  students. 

The  Staff  found  that  although  Molloy  said  they  visited  each  site 
every  year,  at  least  one  organization  stated  Molloy  had  visited  only 
two  of  their  locations  and  had  not  visited  the  rest. 

Chairman  NuNN.  Two  out  of  how  many? 

Mr.  Newton.  That  particular  location  had  eight  sites,  sir.  Al- 
though Molloy  stated  they  require  all  instructors  to  have  a  master's 
degree  in  the  area  in  which  they  study,  some  resumes  which  were 
reviewed  by  the  Staff  did  not  indicate  that  the  instructors  met  this 
requirement.  The  New  York  State  Education  Department  specifi- 
cally cited  three  examples  in  their  review  of  the  program  which 
they  held  earlier  this  year.  Molloy  College  never  performed  any  for- 
mal internal  review  of  the  associate's  degree  program  for  recent  im- 
migrants, even  though  its  size  eventually  equaled  that  of  its  total 
on-campus  enrollment. 

As  far  as  recruiting  goes,  the  Steiff  found  that  one  site  used  a  re- 
cruiter and  we  also  had  the  exsunple  of  the  poster  which  does  not 
indicate  that  they  were  recruiting  from  Molloy 's  program,  but  in- 
stead were  advertising  for  English  as  a  second  language.  And  we 
have  also  heard  from  Mr.  Buckley  in  the  use  of  stipends,  and  this 
also  was  being  done  at  MoUoy's  program. 


62 

A  review  done  by  the  Middle  States  Association  of  Colleges  and 
Schools,  their  accrediting  body,  addressed  the  program,  praised  it, 
and  offered  some  concerns.  The  reports  stated  that  the  program 
was  a  financial  boom  to  the  college  and  that  the  new  off-campus 
programs  increased  revenues  and  "allowed  the  college  to  transfer 
a  substantial  amount  to  reserve  accounts."  The  report  also  ex- 
pressed concern  about  the  monitoring  and  steindards  of  the  pro- 
grams. And  while  the  report  showed  that  the  Middle  States  had  ex- 
pressed concerns  about  the  standards,  it  also  recognized  the  finan- 
cial windfall  the  program  represented. 

Chairman  NUNN.  Can  you  tell  us  or  is  there  any  indication  how 
much  was  being  made  by  MoUoy  in  terms  of  profit?  Can  you  com- 
pare the  cost  to  the  receipts  under  this  program? 

Mr.  Newton.  It  would  be  difficult  to  break  out  the  cost  solely  for 
the  Molloy's  program  with  the  exception  that  when  I  talked  to  Mr. 
Riso,  he  mentioned  that  in  order  to  handle  the  increased  workload 
that  these  students  represented,  he  hired  the  equivalent  of  two  and 
one-half  additional  staff  persons.  He  figured  that  this  cost  the  col- 
lege approximately  $60,000  to  $70,000  a  year.  They  took  in  on  the 
fee-for-student  that  I  mentioned  $5.1  million.  So  the  program  ex- 
isted only  since  1987.  So  it  appeared  that  they  would  have 

Chairman  NuNN.  The  cost  of  $60,000  that  you  know  of  and  an 
income  of  $5.1  million? 

Mr.  Newton.  Yes,  sir. 

Chairman  NuNN.  And  that  is  because  Molloy  really  did  not  do 
anything  on  this  program  on  campus — all  of  it  was  done  by  others; 
is  that  right? 

Mr.  Newton.  Yes.  The  only  thing  they  did  was  process  the  finan- 
cial aid  paperwork  and  also  handle  the  transcripts. 

Chairman  NuNN.  In  effect,  they  were  doing  some  paperwork  and 
they  were  lending  their  name? 

Mr.  Newton.  Yes,  sir.  The  Middle  States  report  that  I  men- 
tioned i  did  not  express  any  serious  reservations  about  the  nature 
of  the  associate  degree  program  for  recent  immigrants.  And  one 
reason  for  this  is  that  amazingly  the  review  team 

Chairman  NuNN.  Who  is  this  group?  Is  this  an  accrediting 
group? 

Mr.  Newton.  This  is  the  accrediting  body  that  Molloy  gains  their 
accreditation  through. 

Chairman  NuNN.  That  the  Department  of  Education  relies  on? 

Mr.  Newton.  Yes,  sir.  One  reason  for  this  is  that  the  review 
team  did  not  visit  one  site,  speak  with  one  student,  site  coordinator 
or  teacher  associated  with  the  program.  In  a  letter  to  the 
Subcommittee 

Chairman  NuNN.  They  did  not  visit  a  single  site;  they  did  not 
speak  to  a  single  student? 

Mr.  Newton.  No,  sir. 

Chairman  NuNN.  How  many  were  on  the  review  team? 

Mr.  Newton.  I  am  not  sure  exactly,  but  there  were  probably  five 
or  6,  based  on  the  cover  of  the  report  that  I  looked  at. 

Chairman  NuNN.  They  did  all  their  work  at  the  college  itself? 


1  Exhibit  No.  65  retained  in  Committee  files. 
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Mr.  Newton.  They  were  reviewing  the  whole  college,  sir,  and 
they  relied  solely  on  the  self-study  report  that  MoUoy  is  required 
to  prepare  for  in  preparation  of  the  Middle  States  coming  down  to 
speak  with  them.  Middle  States,  in  a  letter  to  us  when  we  ques- 
tioned them  on  this,  stated  that  the  team  did  not  find  any  out- 
standing faults  with  the  academic  integrity  of  the  program. 

The  Staff  fails  to  understand  how  the  review  team  could  possibly 
provide  a  comprehensive  report  on  Molloy's  ability  to  run  an  effec- 
tive program,  such  as  the  associate  degree  program  for  recent  im- 
migrants, without  having  visited  the  sites,  students,  site  adminis- 
trators and  teachers,  and  questions  the  reliance  on  a  self-study  re- 
port for  a  program  which  doubled  enrollment  and  provided  signifi- 
cant funding. 

The  Staff  reviewed  two  separate  reports  on  this  program,  pre- 
pared by  the  New  York  State  Comptroller's  office  and  the  U.S.  De- 
Eartment  of  Education.  Both  of  these  reports  questioned  the  eligi- 
ility  of  the  program  to  receive  Pell  and  TAP  funds.  They  requested 
the  New  York  State  Education  Department,  as  the  responsible  of- 
fice, to  determine  if  this  associate's  degree  program  for  recent  im- 
migrants, was  the  same  program  as  the  State  approved  an  ehgible 
associate's  degree  offered  on  Molloy's  main  campus.  The  on-campus 
program,  as  required  by  New  York  State  law,  is  approved  by  the 
New  York  State  Education  Department.  The  off-campus  associate 
degree  program  for  recent  immigrants  by  purportedly  offering  the 
State  approved  associate's  degree,  qualified  for  State  and  Federal 
assistance,  despite  significant  differences  in  the  two  programs.  If  it 
were  not  eligible,  then  all  Pell  and  TAP  funds  disbursed  for  this 
associate  degree  progrgmi  for  recent  immigrants  would  have  to  be 
repaid  by  the  college. 

Chairman  NUNN.  Let  me  ask  this  question.  Molloy  has  an  on- 
campus  program? 
Mr.  Newton.  Yes. 

Chairman  NUNN.  And  they  have  an  off-campus  program;  and 
they  have  this  AA  degree  program  for  recent  immigrants;  is  that 
separate  from  their  normal  off-campus  program? 

Mr.  Newton.  They  have  a  number  of  off-campus  programs.  Some 
of  them  offer  a  nursing  degree.  The  off-campus  associate  degree 
program  for  recent  immigrants  is  modeled  after  the  on-campus  as- 
sociate's degree.  It  is  supposed  to  offer  the  same  courses  and  sup- 
posed to  have  the  came  curriculum.  But  the  reviews  that  I  men- 
tioned found  significant  differences  in  the  two  programs. 
Chairman  NuNN.  Are  you  going  to  tell  us  the  differences? 
Mr.  Newton.  Yes,  I  am. 
Chairman  NuNN.  OK. 

Mr.  Newton.  In  January  of  1993,  the  Department  of  Education 
conducted  their  program  review  of  Molloy's  program  and  they  cited 
11  findings,  including  a  lack  of  administrative  capability,  inad- 
equate basis  for  admission  of  students,  and  incorrect  Pell  Grant 
cost  of  attendance.  Their  report  states  that  it  contained  serious 
findings  regarding  the  school's  administration  of  the  Title  IV  stu- 
dent assistance  program.  It  also  says  it  is  this  office's  assertion 
that  the  programs  offered  at  Molloy's  extension  sites  are  not  eligi- 
ble programs,  and  that  they  are  seeking  an  opinion  from  the  Com- 
missioner of  Education  on  the  matter. 
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In  May  of  1993,  the  Office  of  the  Comptroller  in  the  State  of  New 
York  issued  their  report  to  MoUoy  regarding  their  audit  on  the  as- 
sociate's degree  program  for  recent  immigrsints.  Their  audit  report 
stated  that  "students  followed  a  course  sequence  that  require  74 
credits  for  graduation.  Molloy's  catalog  states  that  the  satisfactory 
completion  of  64  credits  is  required  for  graduation  within  an  associ- 
ate's degree  in  liberal  arts.  Thus,  these  students  are  pursuing  cer- 
tain courses  which  are  not  appUcable  to  the  approved  program."  It 
also  states  that  none  of  Molloy's  programs  were  approved  by  the 
State  Education  Department  for  instruction  in  the  mentoring  mode. 
Finally,  it  says  that  the  State  Education  Department  is  currently 
reviewing  arrangements  with  the  external  organizations.  And  if 
these  arrangements  with  an  off-campus  locations  are  determined  to 
not  be  consistent  with  New  York  State  regulations,  the  TAP 
awards  paid  during  this  audit  period  at  these  locations  will  be  dis- 
allowed. 

Donald  Nolan,  who  is  the  Deputy  Commissioner  for  Higher  Edu- 
cation and  Professional  Education  for  the  State  Department  of 
Education  in  New  York  made  a  prehminary  finding  that  the  associ- 
ate's degree  program  for  recent  immigrants  was  substantially  dif- 
ferent than  the  on-campus  approved  program,  and  recommended 
that  Molloy  put  the  associate  degree  program  for  recent  immi- 
grants on  hold. 

And  finally,  in  a  letter  dated  September  30,  1993,  they  made  a 
final  determination  that  the  program  was,  indeed,  ineligible.  And 
he  stated  and  I  quote,  "Based  on  this  review,  I  note  differences  in 
courses  taken,  the  mentoring  format  offered  at  some  locations,  the 
nature,  status  and  evaluation  of  faculty  offering  the  program,  the 
advisement  of  students  into  a  locked  step  program  of  12  credits  per 
semester,  resulting  in  a  program  which  requires  3  years  rather 
than  2  years  for  completion,  a  treatment  of  trgmsfer  students,  the 
admission  requirements  and  procedures,  and  the  available  student 
support  services.  I  must  concluded  therefore,  that  the  program 
which  Molloy  was  offering  at  off-campus  locations  is  not  the  associ- 
ate's degree  progrsmi  in  liberal  arts  which  is  registered  by  this  De- 
partment." 

Molloy  College  has  indicated  to  the  Subcommittee  that  they 
strongly  disagree  with  and  intend  to  fight  the  finding  of  the  State. 
They  also  pointed  out  to  the  Subcommittee  that  they  have  had  a 
lengthy  discourse  with  the  State  concerning  the  curriculum  and 
modes  and  instructions  of  this  program  as  far  back  as  1989.  Molloy 
contends  that  they  never  received  any  guidance  on  these  matters 
and  that  if  they  had,  many  of  the  problems  cited  above,  could  have 
been  corrected  and/or  avoided. 

The  Staff  concludes.  Senator,  that  Molloy  College  intended  to 
offer  their  associate  degree  program  to  recent  immigrants.  How- 
ever, by  delegating  a  large  portion  of  the  responsibility  for  conduct- 
ing the  program  to  a  number  of  off'-campus  organizations  and  by 
not  conducting  adequate  oversight,  they  instead  provided  an  ave- 
nue for  wholesale  abuse  of  the  Pell  Grant  program.  Many  students 
attended  classes,  not  for  the  purposes  of  obtaining  some  edu- 
cational goal,  but  rather  because  they  were  paid  to  do  so.  In  fact, 
many  students  attended  only  courses  in  English  as  a  second  lan- 
guage. The  operating  costs  for  these  programs  were  minimal,  both 
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to  Molloy  and  the  off-campus  organizations  operating  these  pro- 
grams. Based  on  our  review,  we  believe  that  the  great  bulk  of  Pell 
Grant  funds  disbursed  for  this  program  did  not  subsidize  the  cost 
of  providing  a  quality  education  for  needy  and  deserving  students, 
but  instead  constituted  substantial,  and  for  the  most  part,  un- 
earned profits  for  both  Molloy  and  the  off-campus  organizations. 

Chairman  NUNN.  Thank  you  very  much,  Mr.  Newton.  Let  me  ask 
each  of  you,  starting  with  you,  Alan.  You  testified  you  encountered 
problems  in  finding  people  wiling  to  cooperate.  I  would  like  to  ask 
each  of  you  to  detail  the  problems  that  you  had  in  trying  to  get  peo- 
ple to  cooperate. 

Mr.  Edelman.  Mr.  Chairman,  I  would  say  that  the  lack  of  co- 
operation that  we  have  encountered  in  this  particular  investiga- 
tion, both  from  the  schools  and  from  the  community,  Hasidic  com- 
munity in  general,  has  probably  been  unprecedented.  While  we 
have  faced  barriers  in  previous  investigations,  I  do  not  think  ever 
before  have  we  really  encountered  the  level  of  noncompliance  and 
lack  of  cooperation  as  we  have  in  this  particular  case.  I  will  docu- 
ment for  you  some  of  the  problems  that  we  had  with  Bais  Fruma. 
And  some  of  the  other  schools,  I  can  let  Mr.  Buckley  tell  you  about 
the  problems  he  had  with  his  particular  school. 

We  served  a  number  of  individuals 

Chairman  NuNN.  Let  me  make  a  distinction  here.  I  believe  that 
Molloy  did  cooperate;  is  that  right? 

Mr.  Newton.  Yes,  sir,  they  did. 

Chairman  NuNN.  I  think  that  ought  to  be  noted  for  the  record. 

Mr.  Newton.  Yes,  sir. 

Chairman  NuNN.  You  did  not  have  difficulty  interviewing  people 
at  Molloy  or  getting  records;  is  that  right? 

Mr.  Newton.  Not  from  Molloy,  from  the  organizations.  When  we 
went  out  to  the  organizations  they  contracted  with,  they  were  slow 
in  providing  records  and  were  not  completely  accurate  with  their 
answers. 

Chairman  Nunn.  Right.  But  Molloy,  itself,  cooperated? 

Mr.  Newton.  Yes,  sir. 

Mr.  Edelman.  We  had  served  a  number  of  depositions,  subpoe- 
nas, on  employees  and  members  of  the  administration  of  Bais 
Fruma,  including  Rabbi  Simche  Waldman  who  is  the  adminis- 
trator, the  listed  administrator  for  Bais  Fruma.  His  deposition  was 
originally  scheduled  to  take  place  during  the  month  of  July.  In  re- 
sponse to  that  subpoena,  we  received  word  from  counsel  for  Rabbi 
Waldman  that  he  could  not  attend  his  deposition  at  that  time,  cit- 
ing the  Jewish  month  of  Av,  as  the  reason  why  he  could  not  partici- 
pate in  any  legal  proceedings.  It  was  represented  to  the  Staff  that 
that  particular  month  or  time  period  was  a  period  of  mourning  on 
the  Jewish  calendar  and  that  it  is  considered  an  inappropriate  time 
for  members  of  the  Jewish  faith  to  participate  in  any  type  of  legal 
proceedings.  The  Staff,  after  some  discussions  back  and  forth  with 
counsel  for  Rabbi  Waldman,  the  Subcommittee  ultimately  acceded 
to  his  request  and  postponed  his  deposition  until  a  date  after  the 
conclusion  of  the  Hebrew  month  of  Av. 

When  the  Subcommittee  then  attempted  to  reschedule  the  depo- 
sition for  the  date  of  September  14,  1993,  we  again  received  a  let- 
ter from  Rabbi  Waldman's  attorney  stating  that  he  could  not  at- 
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tend  at  that  time  because  that  particular  date  fell  during  the  time 
period  of  repentance,  just  prior  to  the  Jewish  New  Year  holidays. 
Again,  the  Subcommittee  acceded  to  the  Rabbi's  request  in  respect 
of  his  religion  and  we  postponed  his  deposition  and  we  rescheduled 
it  for  September  21,  1993,  after  the  New  Year  holiday.  In  response 
to  setting  that  new  date,  Rabbi  Waldman's  attorney  once  again 
contacted  the  Subcommittee  £md  this  time  informed  the  Sub- 
committee that  his  client,  if  called  before  the  Subcommittee  to  be 
deposed,  would  refuse  to  answer  questions  and  would  assert  his 
constitutional  privileges  under  the  Fifth  Amendment  against  self- 
incrimination. 

We  ran  into  similar  problems  in  attempting  to  depose  other  em- 
ployees of  Bais  Fruma.  We  served  deposition  subpoenas  on  Eliezer 
Herbst,  who  is  Bais  Fruma's  chairman  of  the  board;  Yitzchak 
Klein,  who  is  Bais  Fruma's  treasurer;  George  Goldberger,  who  is 
Bais  Fruma's  financial  aid  director;  Sandy  Gross,  the  school's  tui- 
tion officer;  Charles  Ettinger,  the  school's  registrar;  Rabbi  S. 
Kohen,  the  dean;  and  Tovia  Rotenberg,  the  academic  director  for 
the  school.  Each  and  everyone  of  these  individuals  asserted  their 
Fifth  Amendment  privileges  in  response  to  the  Subcommittee's  sub- 
poena. 

We  have  also  had  many  problems  in  terms  of  document  produc- 
tion. Bais  Fruma  was  originally  served  with  a  document  subpoena 
in  February  of  1993,  and  as  of  today  there  are  still  numerous  cat- 
egories of  documents  which  were  called  for  in  that  subpoena  which 
the  Staff  has  not  received  any  production  on,  despite  almost  daily 
conversations  between  members  of  the  Staff  and  attorneys  for  Bais 
Fruma  during  the  last  5  to  6  weeks. 

In  addition,  by  a  letter  dated  August  2,  1993,  the  Staff  posed  a 
number  of  questions  concerning  documents  which  had  been  pro- 
duced and  requested  other  documents  from  Bais  Fruma  and  the  re- 
sponse to  that  letter  only  came  into  the  Subcommittee  last  week. 
And  even  that  response  was  not  a  complete  response.  There  are 
still  areas  which  were  requested  which  are  outstanding  from  that 
letter. 

Mr.  Buckley  can  explain  some  of  the  problems  we  encountered 
with  some  of  the  other  schools.  I  would  just  like  to  also  state 
though,  one  other  major  problem  which  we  encountered  and  that 
was  the  apparent  issuance  of  an  essence  of  religious  edict  by  the 
rabbinical  authorities  within  the  Hasidic  Movement  forbidding 
members  of  their  community  from  talking  to  us  or  cooperating  with 
us  in  our  investigation.  In  August  of  this  year,  we  met  in  Brooklyn 
with  a  panel,  so  to  speak,  of  10  rabbis  and  Jewish  legal  scholars 
to  discuss  our  investigation  and  for  them  to  explain  why,  under 
their  interpretation  of  Jewish  law,  members  of  their  community 
could  not  cooperate  with  us.  It  was  explained  to  us  at  that  meeting 
that  under  the  interpretation  of  these  rabbis,  a  member  of  the  Jew- 
ish community  was  prohibited  from  giving  information  to  secular 
authorities,  if  that  information  could  in  some  way  either  directly  or 
indirectly,  place  a  fellow  Jew  in  jeopardy.  And  on  the  basis  of  that, 
they  had,  in  essence,  issued  an  edict  within  the  community  that 
the  members  of  the  community  not  cooperate  with  our  investiga- 
tion. 
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Chairman  Nunn.  That  is  not  a  Fifth  Amendment  assertion;  that 
is  not  self-incrimination;  that  is  refusal  to  cooperate  or  testify  when 
your  testimony  might  damage  others? 

Mr.  Edelman.  Someone  else,  that  is  correct. 

Chairman  NuNN.  Have  you  ever  heard  of  any  kind  of  interpreta- 
tion of  the  Fifth  Amendment  that  stretches  that  far? 

Mr.  Edelman.  Not  of  the  Fifth  Amendment,  no,  sir.  And  in  fact, 
their  interpretations  were  not  based  on  any  civil  law  doctrines;  it 
was  solely  based  on  their  interpretation  of  Jewish  religious  law. 
And  in  fact,  a  number  of  the  individuals  which  we  attempted  to  de- 
pose responded,  in  response  to  our  attempts,  that  after  having  dis- 
cussed the  matter  with  their  rabbis,  they  could  not  cooperate  with 
us  in  terms  of  providing  testimony  in  the  deposition  form  or  in  any 
other  form.  I  believe  that  this  echct  was  probably  the  biggest  bar- 
rier to  our  ability  to  obtain  information.  And  I  think  the  Staff  prob- 
ably wonders  whether  in  the  absence  of  such  an  edict,  individuals 
who  did  take  the  Fifth  Amendment,  might  not  otherwise  have  been 
willing  to  cooperate  more  with  the  Staff. 

Chairman  NuNN.  Thank  you.  Mr.  Buckley,  do  you  want  to  add 
to  that? 

Mr.  Buckley.  Senator,  I  do  not  know  if  you  need  me  to.  I  think 
Mr.  Edelman  gave  you  the  essence  of  what  we  found,  the  problems 
that  we  faced.  Two  examples  on  schools — the  school  that  the  Gen- 
eral Accounting  Office  focused  on,  Beth  Rochel  Seminary,  document 
production  was  painstakingly  slow.  Despite  the  fact  that  we  sub- 
poenaed the  school  for  almost  all  of  its  records  in  February,  in 
scheduled  compliance,  it  would  take  them  months  or  a  month  and 
a  half  to  give  us  a  document.  We  would  review  it  and  find  out  it 
was  not  exactly  what  we  wanted  and  have  to  go  back  and  ask  for 
other  documents.  They  would  not  respond  to  interrogatories,  of 
course,  so  we  had  to  continually  ask  for  document  production.  They 
would  not  produce  any  documents  at  all  while  the  administrator, 
Jacob  Rosenbaum,  was  out  of  the  country.  That  was  after  he  took 
the  Fifth  in  the  deposition  before  the  Subcommittee  Staff. 

One  school,  Toldos  Yaakov  Yosef  was  a  relatively  small  school. 
We  were  unable  to  investigate  it  at  all.  We  went  to  its  address  the 
Department  of  Education  had  and  we  found  a  boys  elementary 
school  with  an  office  that  said  Toldos  Yaakov  Yosef  Seminary  on 
the  door.  Inside  the  office  area  were  a  couple  of  young  ladies  and 
a  couple  of  gentlemen.  They  said  that  they  knew  nothing  about  the 
school.  We  pointed  out  that  the  door  had  the  name  of  the  school 
on  it.  And  they  said,  "well  they  have  been  gone  for  a  little  while. 
They  still  pick  up  their  mail  and  phone  messages."  So  we  could  not 
even  find  anybody  there  to  serve  a  subpoena  on  for  an  hour  or  so 
until  someone  finally  volunteered  to  serve  the  subpoena  for  the 
Subcommittee. 

And  that  one  incident  is  probably  the  single  incident  of  any  co- 
operation at  all  that  we  have  received.  It  went  downhill  from  there. 
That  school  could  never  locate  and  produce  any  of  its  docurnents, 
despite  the  fact  that  the  Federal  Government  sent  $11  million  in 
Pell  Grants  to  that  school.  The  attorney  representing  the  institu- 
tion said  that  the  president  had  had  a  stroke  and  he  was  the  only 
one  that  could  tell  anybody  where  the  files  were,  despite  the  fact 
that  their  catalog  lists  a  board  of  directors  and  several  other  em- 
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ployees,  and  financial  aid  officers.  We  attempted  to  locate  the  fi- 
nancial aid  officer  and  other  employees.  That  search  was  fi-uitless. 
It  was  not  in  the  phone  book.  We  have  no  idea  if  these  people  even 
exist.  As  a  matter  of  fact,  we  know  that  a  couple  of  people  listed 
in  the  catalog  as  officers  of  the  school  do  not  exist,  because  the  at- 
torney said,  we  have  never  heard  of  these  people;  do  not  know  who 
they  are.  The  chairman  of  the  board,  when  we  finally  said,  OK,  we 
are  going  to  have  to  depose  the  chairman  of  the  board  to  get  to  the 
bottom  of  this,  his  counsel  indicated  that  he  would  take  the  Fifth 
to  any  and  all  questions  the  Subcommittee  might  have. 

So  those  are  just  a  couple  of  other  examples  i  and  I  already  de- 
tailed the  problems  we  had  with  Sara  Schenirer  Teachers  Semi- 
nary. 

Chairman  NUNN.  Let  me  move  to  another  subject.  In  July  of  this 
year,  I  wrote  a  letter  to  the  Secretary  of  Education,  Richard  Riley 
and  asked  him  to  provide  the  Subcommittee  with  a  number  of  stu- 
dents who  had  received  Pell  Grants  for  more  than  5  consecutive 
years  for  the  period  1982  to  1992.  Did  you  receive  a  reply?  Did  we 
receive  a  reply  to  that  letter,  and  if  so,  would  you  describe  it?  2 

Mr.  Buckley.  Senator,  the  Secretary  responded  on  October  13  of 
1993  and  answered  your  questions  to  the  best  of  their  abilities. 
Some  areas  they  were  not  able  to  answer  because  they  do  not  have 
the  data  or  could  not  manipulate  the  database  to  come  up  with  the 
answers.  But  you  had  asked  for  the  number  of  students  who  had 
received  Pell  Grants  for  more  than  5  consecutive  years  during  the 
period  1982  to  1992,  and  they  found  that  there  were  162,576  recipi- 
ents who  had  received  grants  for  between  6  and  10  consecutive 
years.  Now  if  somebody  did  not  go  1  year  and  came  right  back  in 
and  went  another  5  years  that  person  would  not  be  included.  We 
are  only  dealing  with  consecutive  year  figures  here.  The  amount  of 
expense  for  these  students  was  in  excess  of  $1.5  billion. 

You  also  had  asked  for  recipients  of  Pell  Grants  for  more  than 
10  years. 

Chairman  NuNN.  Ten  years,  right. 

Mr.  Buckley.  There  were  4,095  total  recipients  who  had  received 
$57,133,000  million  for  those  consecutive  years.  Of  them  there  were 
2,594  who  had  received  grants  for  11  consecutive  years. 

Chairman  NuNN.  This  does  not  count  people  that  might  have 
been  in  the  program  for  1  year  and  skipped  a  year  and  then  come 
back  a  year  and  so  forth?  Do  they  have  data  on  that? 

Mr.  Buckley.  The  Pell  Grant  files  are  massive.  What  did  we  say 
55  million  people  have  received  Pell  Grants.  We  are  talking  a  huge 
database  that  they  had  to  go  through  and  that  is  what  really  took 
a  lot  of  time. 

Chairman  NuNN.  Have  they  gotten  that  computerized? 

Mr.  Buckley.  It  is  all  computerized. 

Chairman  NUNN.  They  have  got  it  all  on  computers  now? 

Mr.  Buckley.  Yes,  sir.  They  do  not  have  the  student  loan  data 
system  in  effect  yet.  This  is  just  Pell  Grants. 

Chairman  NuNN.  Pell  Grant  is  computerized? 


1  Exhibits  No.  85  and  86  retained  in  Committee  files. 

2  See  Exhibit  No.  84  on  page  343. 
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Mr.  Buckley.  That  is  right.  So  they  cannot  compare  loans  to 
grants.  They  just  have  the  grants  computerized. 

Chairman  NUNN.  There  is  no  correlation?  They  do  not  have  any 
way  of  comparing  loans  to  grants,  except 

Mr.  Buckley.  Not  right  now.  I  am  sure  they  hope  to  do  that 
some  day,  but  they  certainly  cannot  now. 

Chairman  NuNN.  I  understand  one  person,  I  believe  Senator 
Cohen  mentioned  this  morning,  has  received  Pell  Grants  in  excess 
of  17  consecutive  years.  Did  you  look  into  that  particular  case? 

Mr.  Buckley.  Yes,  we  did,  sir.  At  your  request,  we  obtained  the 
name  of  that  individual.  I  spoke  to  the  colleges.  She  attended  three 
separate  colleges.  A  couple  were  junior  colleges,  and  one  was  a  4- 
year  school.  She  has  received  Pell  Grants  for  at  least  17,  possibly 
18  consecutive  years  in  excess  of  $19,000  in  Pell  Grants.  In  addi- 
tion, I  spoke  with  her  as  well.  She  said  that  she  had — it  is  a  rather 
sad  case.  She  is  a  single  parent  of  three  who  has  raised  her  kids, 
worked  in  bakeries  in  blue  collar  jobs,  and  attended  classes  largely 
at  night.  She  has  had  a  terrible  time  fulfilling  the  requirements  of 
the  courses.  The  majority  of  them,  she  has  gotten  withdrawals  or 
failures  or  D's  in;  has  not  had  satisfactory  academic  progress  which 
is  a  requirement  of  the  statute. 

In  addition  to  Pell  Grants,  she  has  received  State  tuition  assist- 
ance and  is  amassed  over  $22,000  in  federally  guaranteed  student 
loans.  I  would  say  based  on  the  work  we  have  done,  I  think  we 
might  as  well  just  write  that  off.  The  Federal  Government  gave 
$19,000.  We  have  guaranteed  $22,000.  She  is  now  raising  her  five 
grandchildren  and  is  unemployed,  while  her  three  children  go  to 
college,  using  aid  as  well.  So  I  do  not  know  if  there  is  any  hope 
that  we  will  get  back  the  $22,000  guaranteed  student  loans. 

Chairman  NUNN.  Is  there  any  kind  of  system  in  the  Department 
of  Education  that  would  show  when  some  student — maybe  in  this 
instance,  I  am  not  sure,  was  trjdng  hard,  but  had  been  in  the  pro- 
gram a  long,  long  time  and  that  some  counseling  might  be  in  order 
or  someone  might  try  to  help  them  get  into  the  right  slot,  so  that 
they  could  achieve  some  skilled  training  or  education?  Is  there  any 
kind  of  system  like  that? 

Mr.  Buckley.  We  leave  that  up  to  the  schools.  The  Federal  Gov- 
ernment requires  that  you  have  satisfactory  academic  progress,  as 
Senator  Pell  testified  this  morning.  They  just  cannot  take  classes 
because  they  want  to  take  classes.  There  has  to  be  a  goal  in  sight 
and  part  of  a  program. 

Chairman  NuNN.  Is  that  not  supposed  to  be  satisfactory  edu- 
cational progress? 

Mr.  Buckley.  Right.  Now  we  leave  that  up  to  the  schools  to 
monitor. 

Chairman  NuNN.  That  is  up  to  the  schools? 

Mr.  Buckley.  Yes. 

Chairman  NuNN.  Do  they  certify  that,  if  there  has  been  satisfac- 
tory educational  progress?  Is  that  part  of  what  a  school  has  to  do 
to  be  able 

Mr.  Buckley.  Yes,  sir,  that  is  part  of  the  requirements.  Regard- 
ing certification,  it  is  my  understanding,  it  is  implicit  in  the  fact 
that  the  school  applies  to  the  Department  or  certifies  and  draws 
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down  that  money.  I  megin  that  is  one  of  their  duties  to  oversee  this 
satisfactory  academic  progress. 

Chairman  Nunn.  Was  the  Department  of  Education  aware  of 
this  kind  of  data,  for  instance,  the  data  of  6  to  10  years  of  over 
162,000,  the  4,000  over  a  10-year  period? 

Mr.  Buckley.  They  were  not.  Senior  mid-level  management  had 
no  idea  this  data  was  even  available.  But  the  people  in  the  Pell 
Grant  computer  division  knew  they  had  it  and  they  did  produce  it. 
They  had  never,  as  far  as  we  know,  ever  manipulated  the  data  to 
investigate  something  like  this. 

Chairman  NUNN.  Is  there  any  rule  at  all  or  regulation  or  provi- 
sion of  law  that  regulates  the  length  of  time  you  stay  in  school  or 
is  satisfactory,  educational  progress  the  only  criterion? 

Mr.  Buckley.  There  is  no  ceiling  right  now  on  the  number  of 
years  you  can  get  a  Pell  Grant.  It  is  wide  open.  So  as  long  as  you 
never  receive  your  bachelor's  degree  and  as  long  as  you  maintain 
satisfactory  academic  progress,  you  are  attending  an  eligible  insti- 
tution, and  enrolled  at  least  on  a  half-time  basis,  you  can  get  a  Pell 
Grant. 

Chairman  Nunn.  How  about  student  loans,  how  long  can  you  go 
before  you  pay  back  the  student  loan?  What  triggers  the  payback? 

Mr.  Buckley.  This  person  may  not  be  as  innocent  as  she  sounds. 
As  long  as  you  stayed  enrolled  in  a  school,  you  do  not  have  to  start 
pa3dng  back  your  loan.  The  Federal  Government  guarantees  that 
loan  and  pays  the  interest  subsidy  to  the  guarantee  agencies  and 
secondary  market.  But  as  long  as  you  are  enrolled,  you  do  not  have 
to  start  paying  back  those  loans. 

Chairman  NuNN.  So  theoreticgdly  and  maybe  even  practically,  a 
student  can  stay  in  school,  receive  Pell  Grants  for  an  unlimited 
number  of  years,  also  receive  student  loans,  and  never  have  the 
student  loan  paid  back  until  they  graduate,  and  they  do  not  have 
to  graduate  to  continue  to  receive  Pell  Grants? 

Mr.  Buckley.  That  is  right. 

Chairman  NuNN.  You  have  outlined  some  of  the  payment  which 
you  were  able  to  track  from  the  bank  records  and  the  Bais  Fruma 
case  and  fingmcial  statements,  including  questionable  payments  for 
mortgage  rent,  research  and  training.  You  went  through  that,  went 
on  the  charts  and  so  forth.  Did  you  find  any  other  questionable 
transactions  relating  to  the  money  flow  here? 

Mr.  Edelman.  Yes,  sir,  Mr.  Chairman.  The  Staff  has  conducted 
a  preliminary  review  of  currency  transaction  reports  and  currency 
and  monetary  instrument  reports  filed  under  the  Bank  Secrecy  Act. 
CRTs  are  required  to  be  filed  whenever  a  transaction  of  cash  or  ne- 
gotiable instruments  in  excess  of  $10,000  occurs.  It  is  the  respon- 
sibility of  the  financial  institution  conducting  the  transaction  to  fill 
out  the  appropriate  forms  for  filing.  And  among  the  information  in- 
cluded on  this  form  is  the  party  on  whose  behalf  the  transaction 
is  being  conducted.  The  currency  and  monetary  instrument  reports 
are  required  to  be  filed  whenever  cash  or  monetary  instruments  in 
excess  of  $10,000  are  carried  into  or  out  of  the  United  States.  And 
it  is  the  responsibility  of  the  individual  carrying  the  instruments 
to  prepare  the  reports  for  filing  with  U.S.  Customs  Service. 

Our  preliminary  review  of  these  reports  revealed  that  two  indi- 
viduals associated  with  Bais  Fruma,  Yitzchak  Klein  and  George 
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Goldberger  were  responsible  for  filing  over  700  such  reports  during 
the  period  1987  to  1993.  The  amount  of  money  involved  in  the 
transactions  reported  in  these  reports  is  over  $7  million.  Mr.  Klein 
is  Bais  Fruma's  treasurer  and  Mr.  Goldberger  is  Bais  Fruma's  fi- 
nancial aid  director.  And  the  mere  fact  of  conducting  these  trans- 
actions or  filing  these  reports  is  not,  in  and  of  itself,  an  indication 
of  any  illegal  activity. 

However,  our  review  of  some  of  the  information  contained  in 
these  reports  raised  a  number  of  questions  which  I  would  just  like 
to  outline  for  you  here.  For  example,  both  Goldberger  and  Klein  en- 
gaged in  financial  transactions  on  behalf  of  an  entity  known  as 
American  Theological  Institute.  Now  on  some  reports  filed  the  ad- 
dress of  American  Theological  Institute  was  listed  as  P.O.  Box  176. 
On  other  reports,  the  institute  was  listed  at  1286  52nd  Street.  And 
on  still  other  reports,  the  American  Theological  Institute  was  listed 
at  4601  14th  Avenue.  And  this  last  address  4601  14th  Avenue  is 
the  same  address  as  Bais  Fruma.  And  indeed,  a  check  of  the  ready 
real  estate  property  at  the  display  database  shows  that  the  owner 
of  4601  14th  Avenue  is  the  American  Theological  Institute. 

And  even  more  intriguing  is  the  fact  that  a  number  of  other  in- 
stitutions on  whose  behalf  either  Klein  or  Goldberger  performed 
transactions,  were  also  listed  on  these  CTRs  and  CMIRs  as  being 
located  at  4601  14th  Avenue.  Among  these  institutions  were  the 
Rabbinical  Seminary  of  Israel,  the  Shalom  Torah  Institute,  Yeshiva 
Migdal  Hatorah,  and  Bais  Fruma  itself  Still  other  reports,  how- 
ever, list  these  same  institutions  at  different  addresses. 

For  example,  at  least  one  report  lists  the  Rabbinical  Seminary  of 
Israel  as  being  at  1272  52nd  Street.  Now  if  you  will  recall,  1272 
52nd  Street  is  the  address  of  the  high  school  which  we  showed  in 
one  of  the  photographs  earlier  today  that  Bais  Fruma  was  paying 
rent  for.  The  sign  on  the  outside  of  that  building  referred  to  it  as 
Tifereth  Bunim  and  said  nothing  about  the  Rabbinical  Seminary  of 
Israel. 

A  number  of  the  CTRs  also  list  different  addresses  for  Bais 
Fruma  itself,  including  a  P.O.  box  address,  an  address  at  4709  14th 
Avenue,  and  an  address  at  4712  14th  Avenue.  Now  the  Staff  is  not 
clear  why  Klein  and  Goldberger  are  listing  multiple  addresses  for 
these  same  institutions.  Nor  do  we  know  why  individuals  associ- 
ated with  Bais  Fruma  would  be  performing  transactions  on  behalf 
of  other  organizations. 

Perhaps  the  most  intriguing  information  gleaned  from  our  review 
of  these  reports  though,  shows  that  Yitzchak  Klein  has  conducted 
a  number  of  transactions  on  behalf  of  Boro  Park  Torah  Institute. 
As  you  will  recall  Boro  Park  Torah  Institute  is  the  entity  to  which 
Bais  Fruma  is  paying  that  $2  milUon  mortgage  for  the  empty  shell 
of  the  building.  In  a  number  of  these  transactions,  Mr.  Klein  actu- 
ally negotiated  instruments  for  cash,  and,  indeed,  in  at  least  one 
transaction,  Mr.  Klein  took  $50,000  out  of  the  bank  in  $100  bills 
on  behalf  of  Boro  Park  Torah  Institute. 

Now  we  cannot  explain  these  transactions  at  this  time,  however, 
we  do  feel  that  they  are  very  unusual  transactions  for  employees 
of  a  nonprofit,  tax-exempt  religious  organization  to  be  engaging  in. 
We  have  attempted  to  question  both  Mr.  Klein  and  Mr.  Goldberger 
and  served  each  of  them  with  a  subpoena  for  deposition.  However, 
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in  response  to  our  subpoenas,  both  Mr.  Klein  and  Mr.  Goldberger 
asserted  their  privilege  against  self-incrimination  under  the  Fifth 
Amendment.  In  light  of  the  questions  raised,  at  least  in  the  Staffs 
mind  by  the  information  on  these  reports,  we  feel  that  this  is  a 
matter  that  is  deserving  of  farther  investigation  and  would  rec- 
ommend the  information  be  referred  to  the  Departments  of  Treas- 
ury and  the  Department  of  Justice  for  such  investigation. 

Chairman  NuNN.  Based  on  what  I  have  heard  this  morning,  I 
think  there  is  a  good  bit  of  material  that  needs  to  be  sent  to  the 
Department  of  Justice.  We  will  begin  our  hearings  tomorrow  morn- 
ing at  9:00  a.m.  in  the  same  room.  Thank  you. 

[Whereupon,  at  1:04  p.m.,  the  Subcommittee  adjourned,  to  recon- 
vene at  9:00  a.m.,  October  28,  1993.] 
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U.S.  Senate, 
Permanent  Subcommittee  on  Investigations, 

Committee  on  Governmental  Affairs, 

Washington,  DC. 

The  Subcommittee  met,  pursuEint  to  notice,  at  9:10  a.m.,  in  room 
SD-342,  Dirksen  Senate  Office  Building,  Hon.  Sam  Nunn,  Chair- 
man of  the  Subcommittee,  presiding. 

Present:  Senators  Nunn,  Roth,  and  Cohen. 

Staff  Present:  John  F.  Sopko,  Deputy  Chief  Counsel;  Mary  D. 
Robertson,  Chief  Clerk;  Alan  Edelman,  Counsel;  Eleni  P.  Kalisch, 
Counsel;  David  B.  Buckley,  Chief  Investigator;  Harold  B.  Lippman, 
Investigator;  R.  Mark  Webster,  Investigator;  Scott  E.  Newton,  In- 
vestigator; Cynthia  Comstock,  Executive  Assistant  to  Chief  Coun- 
sel; Declan  Cashman,  Staff  Assistant;  Daniel  F.  Rinzel,  Minority 
Chief  Counsel;  Stephen  H.  Levin,  Minority  Counsel;  Carla  J.  Mar- 
tin, Minority  Assistant  Chief  Clerk;  Mike  Maloney  (Senior  Auditor, 
GAG  Detail);  John  Forbes,  Investigator  (Customs  Detail);  Gene 
Richardson,  Investigator  (AID  Detail);  Betty  Ann  Soiefer  (Senator 
Glenn);  Paul  Feeney  (Senator  McCain);  Kelly  Metcalf  (Senator 
Cohen);  Paulina  Collins  (Senator  Cohen);  Doris  Dixon  (Senator 
Cochran);  Sean  Parkin  (Senator  Bennett);  and  Steven  Bums  (Sen- 
ator Sasser). 

OPENING  STATEMENT  OF  CHAIRMAN  NUNN 

Chairman  Nunn.  The  Subcommittee  will  come  to  order. 

This  morning  the  Senate  Permanent  Subcommittee  on  Investiga- 
tions begins  our  second  day  of  hearings  on  fraud,  abuse,  and  other 
problems  in  the  Pell  Grant  program.  This  student  financial  assist- 
ance program,  currently  the  largest  direct  Federal  student  aid  pro- 
gram, uses  public  funds  to  help  millions  of  people  obtain  the  edu- 
cation they  otherwise  would  not  be  able  to  afford.  The  Government 
is  helping  many  people  who  otherwise  would  not  be  able  to  secure 
education  without  this  assistance,  £ind  I  think  we  have  to  keep  that 
in  mind. 

The  Department  of  Education  is  preparing  to  implement  the  di- 
rect student  loan  program,  which  will  use  Federsd  money  to  also 
originate  student  loans,  replacing  lenders  and  the  private  capital 
currently  used  for  the  Guaranteed  Student  Loan  Program.  Once 
this  is  accomplished,  that  outlay  of  Federal  funds  for  student  aid 
will  certainly  be  substantially  more  than,  and  in  fact  dwarf,  this 
$6  billion  progrsun. 
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This  major  change  in  the  student  loan  program  makes  these  Pell 
Grant  hearings,  I  think,  particularly  timely  and  relevant  because 
the  Pell  Grant  program  appears  to  be  the  model  the  Department 
is  using  for  the  direct  lending  program.  Maybe  I  am  wrong  on  that, 
but  I  would  like  to  hear  from  our  witnesses  this  morning  on  that. 
And  as  we  heard  yesterday,  the  Government  relies  on  the  samie 
gatekeeping  and  school  oversight  mechanisms  for  both  the  grant 
and  the  loan  programs. 

We  know,  based  on  this  investigation  and  previous  hearings  we 
have  held,  that  the  Department  of  Education  has  historically  had 
a  very  bad  track  record  in  managing  and  overseeing  these 
multibillion  dollar  programs. 

I  have  to  add  Congress  deserves  no  blue  ribbons  here  either. 
Congress  has  not  given  the  proper  oversight  to  this  program,  nor 
until  1992  have  we  given  the  Department  of  Education  the  direc- 
tion in  terms  of  where  we  think  the  program  ought  to  be  going. 
And  I  would  say  even  today  I  do  not  believe  the  Department  of 
Education  has  the  tools  in  terms  of  the  skilled,  trained  people  to 
be  able  to  properly  administer  the  program.  But  we  will  hear  more 
directly  from  more  knowledgeable  people  on  that  subject  this  morn- 
ing. 

Yesterday  we  heard  testimony  from  Senator  Claiborne  Pell, 
whose  name  this  worthy  program  bears.  He  knows  how  important 
this  program  is,  and  he  made  it  absolutely  clear  yesterday  that  no 
one  is  more  interested  in  having  it  straightened  out  and  run  in  an 
efficient  way  than  Senator  Pell  himself.  And  I  am  sure  the  others 
who  helped  originate  the  program  feel  the  same  way. 

These  hearings  are  not  about  stopping  the  Pell  Grant  program. 
We  want  to  assure  that  this  necessary  student  aid  program  is  prop- 
erly managed,  however,  has  clear  objectives,  and  is  accountable  to 
the  public  whose  money  is  used  to  fund  it.  And  I  certainly  expect 
our  witnesses  this  morning  to  tell  us  if  we  have  clear  objectives, 
Eind  the  objectives,  of  course,  are  objectives  that  have  to  be  set 
down  in  law  by  the  Congress  in  a  broad  sense.  So  if  those  objec- 
tives are  not  clear,  then  I  think  it's  up  to  the  executive  branch  to 
let  us  know  that  because  clearly  we  are  in  a  position  to  make  some 
changes  in  that  and  should  and  have  a  duty  to  if  the  objectives  are 
not  clear  and  if  you  do  not  have  the  tools  to  run  the  program  prop- 
erly. 

We  have  also  heard  from  the  U.S.  General  Accounting  Office  as 
well  as  the  Subcommittee  staff  as  they  detailed  the  results  of  their 
investigations  of  abuse  and  apparent  fraud  in  this  program.  Be- 
cause of  budget  constraints,  the  Pell  Grant  program  is  not  fully 
funded.  Accordingly,  every  instance  of  fraud,  every  instance  of 
abuse  results  in  a  direct  reduction  in  the  amount  of  aid  available 
to  the  truly  worthy  students  attending  truly  eligible  and  productive 
institutions. 

This  morning,  the  Department  of  Education  will  respond  to  the 
issues  r£iised  during  this  investigation,  and  the  Inspector  General 
of  the  Department  will  give  his  perspective  of  the  program  and  the 
highlights  as  he  sees  them.  I  will  ask  Mr.  Longanecker,  you  and 
Mr.  Thomas  and  Mr.  Wurtz,  all  to  please  stand  and  take  the  oath. 
We  swear  in  all  the  witnesses  before  this  Subcommittee. 
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Do  you  swear  the  testimony  you  give  before  the  Subcommittee 
will  be  the  truth,  the  whole  truth,  and  nothing  but  the  truth,  so 
help  you  God? 

Mr.  Thomas.  I  do. 

Mr.  LONGANECKER.  I  do. 

Mr.  WuRTZ.  I  do. 

Chairman  NuNN.  Thank  you. 

This  morning,  the  Department's  Inspector  General  Jim  Thomas 
will  provide  his  perspective  on  this  major  source  of  student  aid,  the 
Pell  program,  which  during  the  last  21  years  has  provided  over  $59 
billion  to  students. 

Mr.  Thomas  has  been  the  Department's  Inspector  General  since 
1980  and  has  testified  before  this  Subcommittee  in  1990  during  our 
investigation  of  the  student  loan  programs. 

After  Mr.  Thomas'  testimony,  we  will  hear  from  Dr.  David 
Longanecker,  the  Assistant  Secretary  for  Postsecondary  Education. 
Dr.  Longanecker,  who  assumed  his  current  position  in  June  of  this 
year,  came  to  the  Department  from  the  Colorado  Commission  on 
Higher  Education  where  he  was  the  executive  director.  As  the  As- 
sistant Secretary  for  Postsecondary  Education,  Dr.  Longanecker 
has  purview  over  many  programs,  including  the  Federal  student 
aid  program. 

Mr.  Longanecker  is  joined  by  Mr.  Donald  Wurtz,  Assistant  Sec- 
retary and  Chief  Financial  Officer  for  the  Department  of  Edu- 
cation. Mr.  Wurtz  recently  joined  the  Department  as  well — when 
was  that,  Mr.  Wurtz?  When  did  you  come  to  the  Department? 

Mr.  Wurtz.  I  came  with  the  Department  just  a  month  ago. 

Chairman  NuNN.  About  a  month  ago,  having  spent  much  of  his 
career  at  the  General  Accounting  Office. 

Mr.  Longanecker,  I  made  it  clear  yesterday  in  my  statement  that 
I  felt  that  the  new  Secretary  of  Education  and  his  team,  including 
you,  are  dedicated  to  getting  this  program  back  on  track.  And  I 
wanted  to  make  sure  you  understood  that  was  part  of  what  I  said. 

Mr.  Longanecker.  I  certainly  did. 

Chairman  NUNN.  I  do  believe  you  have  a  long  way  to  go,  and  we 
will  get  into  that  this  morning.  But  we  are  here  to  hear  from  you, 
£uid,  Mr.  Thomas,  we  will  ask  you  to  lead  off  this  morning. 

TESTIMONY  OF  JAMES  B.  THOMAS,  JR.,i  INSPECTOR 
GENERAL,  U.S.  DEPARTMENT  OF  EDUCATION 

Mr.  Thomas.  Thank  you,  Mr.  Chairman  and  members  of  the 
Subcommittee.  Thank  you  for  inviting  me  here  to  share  with  you 
the  perspective  of  the  Office  of  Inspector  General 

ChairmEui  NuNN.  If  you  could  pull  those  mikes  up.  You  really 
have  to  talk  directly  into  them,  suid  pull  it  up  as  close  as  you  can 
to  you. 

Mr.  Thomas.  All  right,  sir.  Thank  you. 

Thank  you  for  inviting  me  to  share  with  you  the  perspective  of 
the  Office  of  Inspector  General  on  fraud  and  abuse  in  the  Federal 
Pell  Grant  program.  If  I  may,  Mr.  Chairman,  I  would  like  to  sum- 
marize my  statement  and  submit  the  entire  statement  for  the 
record. 


iThe  prepared  statement  of  Mr.  Thomas  appears  on  page  212. 
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Many  of  the  same  abuses  that  this  Subcommittee  highlighted  in 
its  1991  report  on  the  loan  programs  also  plague  the  Pell  program: 
poor  or  inadequate  gatekeeping  practices,  financial  controls,  data 
systems,  and  oversight  of  participating  schools. 

However,  the  same  level  of  attention,  up  until  now,  has  not  been 
directed  to  the  Pell  program  because  Pell  is  a  silent  program.  There 
are  no  visible  or  vocal  victims  to  cry  out  as  in  the  loan  programs. 
An  obvious  victim — the  Federal  taxpayer — does  not  know  when 
these  grant  funds  have  been  wasted. 

The  areas  I  would  Uke  to  discuss  regarding  the  program  are:  the 
status  of  improvements  to  the  gatekeeping  process  since  the  1990 
hearings;  opportunities  to  improve  controls  over  grant  authoriza- 
tions and  payments  to  schools;  opportunities  to  improve  the  over- 
sight of  the  Department's  contracts  for  administration  of  key  as- 
pects of  the  Pell  system;  and  opportunities  to  improve  the  Depart- 
ment's oversight  of  institutions  of  higher  education  responsible  for 
the  day-to-day  administration  of  the  Pell  progrgim. 

Also,  an  additional  characteristic  of  the  Pell  program  that  fosters 
fraud  and  abuse  is  that  there  are  no  clear  outcome  performance 
measures  for  the  program.  There  is  no  limit  on  the  total  amount 
of  funding  a  student  can  receive  or  the  number  of  years  a  student 
can  receive  a  grant,  nor  is  there  a  clear  understanding  of  outcomes 
expected  for  different  types  of  education. 

We  recently  issued  a  Management  Improvement  Report  that  rec- 
ommended that  funding  for  vocational  training  be  rethought,  with 
an  emphasis  on  investing  hmited  Federal  education  fimds  on  what 
works  best  in  terms  of  helping  the  recipients  of  the  training  get 
jobs.  We  suggested  that  labor  market  needs  of  employers  and  the 
success  rates  of  schools  in  placing  graduates  be  considered  in 
studying  different  ftinding  approaches  for  students  enrolled  in  vo- 
cational training  programs.  However,  we  need  to  take  this  idea  fur- 
ther and  make  some  hard  decisions  as  to  what  the  outcomes  we  as 
a  Nation  should  be  demanding  from  all  participants — institutions, 
students,  and  others. 

Gatekeeping  is  the  process  used  by  the  Department  to  determine 
which  schools  are  allowed  to  participate  in  both  the  SFA  grant  and 
loan  programs.  During  1989  and  1991,  we  issued  audit  reports 
which  concluded  that  the  Department's  gatekeeping  process  was  in- 
effective in  preventing  problem  schools  from  participating  in  the 
SFA  programs.  Although  the  Department  has  made  significant 
strides  to  improve  gatekeeping,  our  foUowup  review  disclosed  that 
there  are  important  issues  in  accreditation  and  financial  respon- 
sibility that  need  additional  attention. 

In  addition,  the  Department  still  has  problems  with  missing  files 
as  well  as  inaccurate  management  information.  Thus,  gatekeeping 
is  still  not  as  effective  as  it  could  be. 

Our  followup  work  disclosed  that  the  Department  has  imple- 
mented many  of  our  recommendations  for  corrective  action  regard- 
ing the  planning  for  and  performing  of  its  reviews  of  accrediting 
agencies.  These  actions  should  ultimately  result  in  the  accrediting 
agencies  being  held  accountable  for  their  accrediting  decisions. 
However,  until  the  National  Advisory  Committee  is  reactivated  and 
the  Department  has  had  the  opportunity  to  present  its  finding  be- 
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fore  the  NAC,  we  are  not  able  to  assess  the  effectiveness  of  the  De- 
partment's corrective  actions. 

Our  follow-up  work  determined  that  the  financial  certification 
process  is  not  consistently  providing  adequate  protection  for  the 
students  and  taxpayers.  We  found  that  the  Department  certified 
new  schools  that  did  not  meet  the  requirements.  For  participating 
schools  that  did  not  meet  the  requirements  for  financial  respon- 
sibility, it  required  sureties  at  a  minimum  of  25  percent  of  annual 
SFA  funding,  a  standard  that  we  found  was  not  consistently  ap- 
plied. For  a  sample  of  13  schools  that  failed  the  financial  respon- 
sibility test,  the  Department  required  sureties  of  less  than  25  per- 
cent for  6  of  those  schools. 

Because  of  problems  identified  by  audits  and  investigations,  and 
because  of  the  large  amount  of  funding  appropriated  for  the  Pell 
program,  we  initiated  an  audit  of  the  Pell  financial  aid  delivery 
system. 

Chairman  NUNN.  When  did  you  start  that,  Mr.  Thomas? 

Mr.  Thomas.  We  started  it  this  year.  It  is  in  process  at  the 
present  time. 

Although  this  audit  is  still  in  process,  our  initial  work  has  dis- 
closed several  control  weaknesses  and  abuses  for  which  we  antici- 
pate providing  the  Department  with  recommendations  for  improve- 
ment on  several  areas  of  concern. 

One  concern  is  authorization  and  payments  to  schools.  The  large 
amount  of  advance  funding  made  available  to  a  school  exposes  the 
program  to  potential  abuse  by  unscrupulous  school  owners  at  the 
very  beginning  of  the  Pell  delivery  process.  The  Pell  Grant  funding 
process  relies  very  heavily  on  the  integrity  of  schools  and  their 
timely  reporting  to  two  different  management  systems  within  the 
Department.  These  two  reporting  systems  are  not  designed  to  be 
easily  reconciled. 

Once  a  school  receives  its  Pell  authorization,  it  can  simply  draw 
down  money  directly  from  a  Federal  account  using  the  same  type 
of  PIN  number  you  use  at  an  ATM  machine  to  draw  money  out  of 
your  personal  bank  account.  There  is  no  requirement  that  a  par- 
ticular student  for  whom  money  is  drawn  down  be  identified  prior 
to  the  money  being  drawn  down  by  the  school.  Our  audits  and  in- 
vestigations, as  well  as  program  reviews,  show  a  history  of  schools 
failing  to  report  student  withdrawals  and  no-shows,  resulting  in 
their  drawing  down  cash  in  excess  of  their  needs. 

In  May  of  1992,  one  school  had  signed  a  repayment  agreement 
to  repay  approximately  $300,000  covering  excess  Pell  funds  re- 
ceived by  the  school  as  of  March  31,  1992.  The  OIG  audit  report 
identified  that  the  school  had  almost  $400,000  in  additional  excess 
cash  as  of  December  31,  1992. 

Chairman  NuNN.  Mr.  Thomas,  do  you  think  that  is  an  exception? 
Is  this  just  something  that  slipped  through  the  cracks,  or  could 
there  be  hundreds  of  schools  out  there  with  this  kind  of  excess? 

Mr.  Thomas.  I  believe  a  little  later  in  my  testimony  I  have  some 
numbers  that  would  show  that  it  is  not  an  isolated  case,  Mr.  Chair- 
man. 

Chairman  NUNN.  So  we  could  have  schools  all  over  this  country 
with  several  hundred  thousand  dollars  of  excess  Pell  Grants  as  far 
as  the  Department  of  Education  knows?  I  mean,  there  is  nothing. 
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as  the  IG,  that  you  beUeve  is  in  place  to  prevent  that  from  happen- 
ing now? 

Mr.  Thomas.  That  is  correct.  That  is  correct,  sir. 

Chairman  NuNN.  Thank  you. 

Mr.  Thomas.  This  also  demonstrates  the  Department's  apparent 
ineffectiveness  in  monitoring  a  school's  lax  cash  management  prac- 
tices once  they  have  been  identified.  At  another  school,  an  inves- 
tigation determined  that  many  Federal  Pell  vouchers  were  for  no- 
show  students  or  students  that  withdrew  from  the  school  and  that 
the  school  failed  to  report  a  reduced  Pell  award  for  the  students 
due  a  refund.  In  essence,  the  school  had  access  to  more  funds  than 
it  was  entitled.  The  school  owners  were  able  to  siphon  $650,000 
from  the  Pell  program  through  its  "cash  first,  docimient  later"  pay- 
ment system. 

The  owners  used  the  Pell  funds  drawn  for  a  variety  of  business 
and  personal  expenses.  What  is  particularly  alarming  is  that  this 
fraud  came  to  our  attention  not  because  of  any  controls  in  the  Pell 
process,  but  because  the  school  owners  also  submitted  bogus  feder- 
ally insured  loan  applications  for  real  former  students  and  forged 
their  names  to  the  loan  checks.  The  victims  of  the  loan  fraud  com- 
plained when  they  were  asked  to  repay  the  loans.  Undoubtedly,  the 
loss  to  the  Federal  Government  would  have  been  much  larger  or 
possibly  still  ongoing  had  the  school  owners  limited  their  fraudu- 
lent activity  to  the  Pell  program  or  had  used  phantom  students 
rather  than  real  people  in  the  loan  fraud  scheme. 

Chairman  NuNN.  In  other  words,  they  got  greedy.  If  they  had  not 
been  extra  greedy,  they  could  still  be  getting  away  with  it. 

Mr.  Thomas.  That  is  correct,  sir. 

This  is  a  real  concern  as  more  and  more  schools  rely  on  the  Pell 
Grants  as  they  lose  their  access  to  the  Federal  loan  program  due 
to  the  high  student  loan  default  rates,  but  maintain  their  eligibility 
for  the  Pell  program. 

In  fiscal  year  1992,  excess  cash  was  identified — to  get  to  your 
question  specifically,  Mr.  Chairman — as  an  issue  in  about  2,400  of 
the  approximately  6,400  audit  reports  issued  by  the  Office  of  In- 
spector General.  It  also  was  identified  as  an  issue  in  about  220  of 
the  approximate  700  program  reviews  that  were  done  by  the  pro- 
gram staff. 

Chairman  NuNN.  Somewhere  between  30  and  40  percent? 

Mr.  Thomas.  That  is  correct.  That  is  correct.  That  were  issued 
during  the  same  period  of  time. 

I  believe  that  the  Department  has  relied  too  heavily  on  this 
after-the-fact  inspection  rather  than  improving  the  delivery  system 
controls  to  assure  that  the  excess  cash  problem  rarely  occurs. 

Also  of  great  concern  is  that  there  does  not  appear  to  be  a  control 
to  prevent  different  schools  from  drawing  down  duplicate  grants  for 
the  same  student  or  for  students  to  receive  duplicate  grants.  As 
long  as  a  school  has  a  listing  from  the  central  processor  identifying 
the  student  as  a  potential  enrollee,  the  school  can  receive  forward 
funding  for  that  student. 

Even  worse,  though,  our  investigations  are  showing  that  there 
are  not  adequate  controls  in  the  Pell  delivery  system  to  prevent  du- 
plicate payment  vouchers  from  being  submitted  by  two  or  more 
schools  supporting  Pell  Grants  awarded  to  the  same  student. 
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Chairman  NUNN.  In  other  words,  let's  say  hypothetically  a  stu- 
dent signed  up  in  10  schools,  or  signed  up  in  1  school  and  9  of  them 
used  that  name  in  a  false  manner,  is  there  anything  in  the  Depart- 
ment of  Education  system  that  would  alert  the  Department  policy- 
makers in  a  timely  fashion  that  a  student  was  receiving  not  1  Pell 
Grant  but  as  many  as  5  or  10  Pell  Grants? 

Mr.  Thomas.  Nothing  that  I  am  aware  of,  sir.  I  think,  Mr.  Chair- 
man, it  is  more  aggravated  than  that  in  that  when  a  student  gets 
ready  to  apply  to  a  college,  a  student  can  indicate  more  than  one 
institution  to  which  his  or  her  name  should  be  sent.  And  so  the 
student  may  not  have  made  a  final  decision  at  that  point  and  so 
the  name  goes  to  three  institutions.  Each  of  those  three  could  pos- 
sibly draw  funds. 

Chairman  NuNN.  They  could  be  collecting  on  the  same  student? 

Mr.  Thomas.  That  is  correct.  Yes,  sir,  on  the  advaiice  drawdown. 

Our  survey  has  disclosed  that  educational  institutions  are  not  re- 
quired to  timely  submit  reports  to  clpse  their  accounts.  Institutions 
have  21  months  after  the  close  of  an  award  year  to  submit  final 
reports  to  the  payment  office.  Allowing  such  a  lengthy  closeout  pe- 
riod makes  the  final  accounting  extremely  difficult  and  extends  the 
period  that  Pell  funds  are  susceptible  to  abuses. 

In  addition,  we  have  found  a  lack  of  an  audit  trail  and  inad- 
equate documentation  for  some  year-end  adjustments.  Some  adjust- 
ments to  Pell  ftinding  levels  are  recorded  based  on  nothing  more 
than  a  telephone  call  and  a  summary  document  from  the  institu- 
tion. In  addition,  in  the  past,  representatives  of  the  institution 
were  required  to  sign  and  certify  the  accuracy  of  the  institutional 
payment  summaries.  Institutions  are  currently  permitted  to  file 
these  reports  electronically  through  the  central  processor. 

A  representative  of  an  institution  signs  an  electronic  submission 
contract  at  the  beginning  of  the  award  year  that  covers  several 
years.  The  electronic  filing  of  the  report  does  not  require  signature 
or  certification  by  the  institution.  This  decreases  the  ability  of  the 
Department  to  take  any  action  against  the  wrongdoer. 

Because  no  signature  certifying  the  document's  completeness  and 
accuracy  exists,  providing  acceptable  evidence  and  proving  who 
filed  the  document  is  much  more  difficult. 

Let  me  suggest  that  in  this  age  of  computers  and  faxes  and  elec- 
tronic data  transfers,  the  Department  can  achieve  access  while  still 
realizing  efficiency  and  accountability.  The  same  tools  that  allow 
schools  to  access  large  amounts  of  Federal  funds  should  also  foster 
an  environment  for  reporting.  While  we're  still  performing  all  that 
work  in  this  area,  we  definitely  believe  that  improvements  must  be 
achieved  in  the  closing  and  reconciliation  of  Pell  accounts. 

Chairman  NuNN.  ^^at  you  are  describing,  as  I  get  it,  Mr.  Thom- 
as, is  a  $6  billion  grant  program  that  is,  in  effect,  on  the  honor  sys- 
tem? 

Mr.  Thomas.  Absolutely.  Absolutely,  yes,  sir. 

We  believe  that  improvements  must  be  achieved  in  the  closing 
and  reconciliation  of  Pell  accounts  as  well  as  documentation  re- 
quirements in  order  to  protect  the  taxpayers'  interest. 

A  second  item  of  concern  for  my  current  work  is  the  Depart- 
ment's oversight  of  the  contractual  arrangements  through  which 
the  Department  administers  key  aspects  of  the  Pell  program.  Cur- 
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rently,  primary  contractual  support  is  provided  by  eight  private 
contractors  which  provide  everything  from  inputting  and  processing 
student  aid  appUcations  to  maintaining  the  systems  that  authorize 
and  file  the  disbursement  of  Pell  funds  to  educational  institutions. 
For  the  5  years  ending  1993,  we  estimate  that  the  Department  has 
expended  about  $63  million  for  contractual  support  to  administer 
just  the  Pell  program. 

While  we  have  not  yet  completed  our  audit,  we  have  a  number 
of  major  concerns,  including  inadequate  certification  of  claims  by 
contractors  regarding  the  number  of  applications  they  processed. 
Department  program  staff  do  not  verify  the  number  of  applications 
processed.  Instead,  they  simply  pay  the  contractors  the  amount 
shown  on  the  invoices  without  any  assurances  to  their  accuracy. 

Chairman  NUNN.  Let  me  ask  this  question  to  make  sure  I  am  fol- 
lowing you  now.  You  are  saying  that  on  the  Pell  Grant  program 
there  are  a  number  of  contractors  that  are  hired  by  the  Depart- 
ment to  help  administer  this  program? 

Mr.  Thomas.  That  is  correct,  sir. 

Chairman  NuNN.  What  is  their  function?  What  are  the  contrac- 
tors supposed  to  do? 

Mr.  Thomas.  Well,  the  contractors  are  involved,  Mr.  Chairman, 
from  the  point  of  view  of  initially  inputting  the  documentation  into 
the  central  processing  unit  throughout  the  system  all  the  way  up 
to  the  point  of  disbursement  of  funds.  So  they  have  the  entire  cycle 
of  the  system. 

Chairman  NUNN.  In  other  words,  these  are  people  who  are  being 
used  in  lieu  of  Federal  employees? 

Mr.  Thomas.  That  is  correct. 

Chairman  NuNN.  And  how  much  money  are  we  spending  a  year 
on  those  people,  those  contractors? 

Mr.  Thomas.  The  numbers  that  I  have  here,  Mr.  Chairman,  show 
about  $63  million  for  a  5-year  period.  So  that  would  be  roughly  $12 
to  $14  million  a  year  for  the  average  of  those  last  5  years. 

Chairman  NuNN.  And  what  they  are  doing  is  basically  just,  in 
effect,  administrative  work?  They  are  doing  filing,  tracing  in  terms 
of  the  paperwork  and  getting  it  in  the  right  files.  Is  that  right? 

Mr.  Thomas.  Well,  they  are  applying  some  of  the  formulas  for 
the  Department  as  well,  so  that  when  the  student  report  goes  back 
to  the  school,  then  that  school  has  the  data  needed  to  make  the 
analysis  for  the  financial  aid  package  for  the  student. 

Chairman  NUNN.  OK. 

Mr.  Thomas.  The  potential  impact  of  inadequate  contractor  over- 
sight goes  beyond  the  cost  incurred  for  the  ED  services  rendered. 
To  the  extent  that  contractor  performance  is  deficient,  few  aspects 
of  the  Pell  delivery  system  can  be  expected  to  function  absent 
abuse  and  potentially  even  fraud. 

A  third  issue  of  concern  from  our  current  work  is  the  Depart- 
ment's oversight  of  participating  schools.  Each  participating  school 
is  responsible  for  ensuring  that  the  program  is  administered  ac- 
cording to  departmental  policies  and  regulations  and  any  provi- 
sions of  the  agreement  it  entered  into  with  the  Secretary.  The  spe- 
cific regulations  these  institutions  are  committed  to  include  deter- 
mining student  eligibility,  calculating  and  disbursing  grant  funds, 
enforcing  academic  progress  standards,  maintaining  student  at- 
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tendance  records,  and  calculating  and  making  refunds.  Over  the 
years  we  have  uncovered  numerous  irregularities  in  the  adminis- 
tration of  the  Pell  program  by  specific  schools  as  well  as  indicators 
of  systemic  problems. 

We  have  found  schools  that  have  disbursed  Pell  funds  to  ineli- 
gible students,  admission  requirements  not  being  enforced,  stu- 
dents receiving  Pell  Grants  even  though  they  have  not  signed  re- 
quired documents,  and  academic  progress  standards  not  being  en- 
forced or  which  are  inadequate  or  lacking. 

Chairman  NUNN.  Mr.  Thomas,  can  you  judge  the  scope  of  this? 
Is  there  any  way  that  you  know  you  can  judge  whether  this  is  a 
pervasive  problem  that  affects  a  large  percent  of  the  Pell  Grant 
program  or  whether  it  is  just  a  small  problem  that  is  basically  to 
be  expected?  I  mean,  where  do  you  rate  it  in  terms  of  10  being  a 
severe  problem  that  is  pervasive  throughout  the  Pell  Grant  pro- 
gram and  1  being  something  that  just  happens  inadvertently  and 
is  a  very  small  amount  of  money?  Where  is  it  on  that  scale,  or  cam 
you  judge? 

Mr.  Thomas.  I  cannot  judge  with  any  degree  of  accuracy,  Mr. 
Chairman,  because  we  only  know  of  those  instances  that  result 
from  our  involvement.  We  know  that  there  are  significant  dollars 
involved  throughout  this  process.  We  know  that  of  the  instances 
that  we  have  been  involved  in,  we  are  talking  about  hundreds  of 
millions  of  dollars  that  are  being  either  wasted  or  defrauded. 

Chairman  NuNN.  Do  you  think  we  can  afford  to  run  a  $6  billion 
program  on  the  honor  system? 

Mr.  Thomas.  No,  sir,  I  do  not. 

Chairman  NuNN.  Would  you  describe  this  program  as  not  being 
controlled  or  out  of  control?  How  would  you  describe  it? 

Mr.  Thomas.  Well,  I  would  say  that  significant  improvements 
have  been  made  in  the  last  2  or  3  years.  I  would  say  that  the  kind 
of  skill  that  David  and  his  immediate  predecessor  have  been  hiring 
in  the  Department  is  the  kind  of  skill  that  they  need  to  properly 
administer  these  programs.  I  think  they  have  made  significant 
strides.  I  think  there  are  significant  strides  in  front  of  them, 
though. 

Chairman  NUNN.  But  it  is  still  a  program  that  is  being  run  on 
the  honor  system. 

Mr.  Thomas.  It  is  still  a  progrgmi  that  is  being  relied  upon  by 
outside  parties  to  run,  predominantly. 

Chairman  NUNN.  And  it  is  a  program  that  is  almost  an  invita- 
tion for  people  who  are  not  honest  to  rip  it  off,  isn't  it? 

Mr.  Thomas.  That  is  right.  Yes,  sir. 

I  believe  that  our  current  work  will  help  the  Department  in  its 
improvement  of  the  Pell  delivery  process,  and  we  plan  to  make  sev- 
eral substantive  recommendations  to  improve  areas  in  which  we 
continue  to  see  risks  to  the  students  and  to  the  taxpayers.  We  also 
will  be  providing  the  Department  with  specific  recommendations 
identifying  opportunities  for  improving  the  actual  conduct  of  on-site 
program  reviews,  as  well  as  the  administrative  procedures  and  in- 
formation systems  that  support  the  program  review  function. 

I  think  in  conclusion,  Mr.  Chairman,  the  Pell  Grant  program  is 
by  its  very  design  vulnerable  to  fraud  and  abuse.  The  $6.2  billion 
per  year  program  operates  essentigdly  on  an  "honor  system."  Sig- 
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nificant  problems  have  been  identified  both  in  the  gatekeeping 
function  which  permits  institutions  to  participate  and  in  the  mon- 
itoring of  those  institutions'  participation.  Our  current  work  is 
showing  problems  with  the  system  for  authorization,  reporting  and 
reconciliation  of  drawdowns  which  can  be  easily  abused  by  unscru- 
pulous participants.  It  is  showing  opportunities  to  improve  over- 
sight of  contracts  for  administration  of  key  aspects  of  the  Pell  pro- 
gram and  of  higher  education  institutions  responsible  for  day-to- 
day administration  of  the  program.  Most  importantly,  the  Pell  pro- 
gram, like  the  loan  programs,  has  no  clear  outcome  performance 
measures.  A  focus  on  this  program  is  particularly  important  when 
it  is  being  looked  to  as  a  model  for  the  new  direct  lending  progrsun. 

Mr.  Chairman,  that  concludes  my  summary  of  the  statement, 
and  I  will  be  happy  to  continue  answering  questions  as  you  see  fit. 

Chairman  NUNN.  Thank  you,  Mr.  Thomas.  Let's  hear  from  Mr. 
Longanecker  now,  and  then  I  will  come  back  and  ask  both  of  you 
questions.  Thank  you  very  much,  Mr.  Thomas,  and  we  appreciate 
your  cooperation  and  the  Department's  cooperation  during  this  in- 
vestigation. 

Mr.  Longanecker. 

TESTIMONY  OF  DAVID  A.  LONGANECKER,!  ASSISTANT  SEC- 
RETARY, OFFICE  OF  POSTSECONDARY  EDUCATION,  U.S.  DE- 
PARTMENT OF  EDUCATION,  ACCOMPANIED  BY  DONALD 
WURTZ,  ASSISTANT  SECRETARY  AND  CHIEF  FINANCIAL  OF- 
FICER, U.S.  DEPARTMENT  OF  EDUCATION 

Mr.  Longanecker.  Mr.  Chairman  and  members  of  the  Sub- 
committee, for  the  record,  I  am  David  Longanecker.  I  am  the  As- 
sistant Secretary  for  Postsecondary  Education  in  the  U.S.  Depart- 
ment of  Education,  and  I  welcome  this  opportunity  to  discuss  with 
you  today  the  Federal  Pell  Grant  program. 

Over  the  past  20  years,  this  program  has  been  immensely  impor- 
tant for  improving  college  access  for  low-income  individuals.  Unfor- 
tunately, the  program  has  also  had  its  share  of  problems,  including 
abuse  by  program  participants,  poor  management,  and  inadequate 
standards  for  measuring  program  outcomes.  Correcting  these  prob- 
lems will  restore  integrity  to  the  Federal  Pell  Grant  program  and 
increase  its  effectiveness  in  helping  low-income  students  achieve 
success  in  postsecondary  education. 

In  my  testimony,  I  want  to  highlight  the  signific£int  successes  of 
the  Federal  Pell  Grant  program  first,  and  then  I  will  discuss  three 
areas  that  demand  our  immediate  attention.  We  know  that  some 
currently  participating  schools  should  never  have  been  approved 
for  the  program,  so  I  want  to  discuss  our  gatekeeping  responsibil- 
ities. We  know  that  our  monitoring  efforts  sometimes  fail  to  un- 
cover instances  of  mismanagement  and  abuse,  so  I  want  to  share 
with  you  our  revised  strategies  for  improving  institutional  monitor- 
ing. Finally,  we  know  that  the  program  needs  clearer  performance 
goals  and  standards,  and  I  look  forward  to  working  with  you  to 
clarify  and  improve  those  standards. 

We  are  committed  at  the  Department  of  Education  to  solving 
these  problems.  The  program  is  simply  too  important  to  ignore  its 


1  The  prepared  statement  of  Mr.  Longanecker  appears  on  page  224. 
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mEinagement  shortcomings  or  to  allow  it  to  be  abused  by  those  who 
would  exploit  it  and  its  participants  for  purposes  contrary  to  the 
program's  intent. 

This  program  has  enabled  millions  of  students  to  attend  our  Na- 
tion's colleges,  universities,  and  trade  schools.  Since  its  enactment 
in  1972,  the  Federal  Pell  Grant  program  has  made  55.7  million 
awards  totaling  $64.2  billion  to  students.  Today,  more  than  4  mil- 
lion students,  nearly  1  in  4  of  all  students  attending  our  post- 
secondary  institutions,  receive  Pell  Grants.  Most  importantly,  this 
program  has  enabled  millions  of  low-income  students  to  attend  col- 
lege who  otherwise  would  have  been  unable  to  afford  postsecondary 
education.  It  has  been  the  critical  cornerstone  of  the  Federal  com- 
mitment to  provide  access.  It  has  helped  reduce  the  gap  between 
the  percentage  of  low-income  and  high-income  students  attending 
postsecondary  institutions.  Total  enrollment  in  higher  education 
grew  from  about  9  million  when  this  program  was  implemented  in 
1972  to  more  than  14  million  students  today.  Although  this  in- 
crease in  students  is  reflected  across  all  income  ranges,  the  in- 
crease for  students  from  low-income  families  is  significantly  higher 
than  the  increase  for  other  income  groups.  In  addition,  this  pro- 
gram  has  helped  to  expand  options  avedlable  to  these  students.  The 
percentage  of  high  school  seniors  fi"om  low-income  families  who  at- 
tend their  first  choice  college  or  postsecondary  institution  increased 
from  one-third  in  1972  to  almost  one-half  10  years  later. 

To  achieve  fully  our  goals  for  the  Nation's  students,  we  need  to 
promote  not  only  access  but  also  program  completion  and  gradua- 
tion, what  we  refer  to  as  access  to  success.  While  we  have  a  long 
way  to  go  to  improve  retention  rates  at  the  postsecondary  level,  the 
effects  of  the  Pell  Grant  program  on  retention  for  low-income  stu- 
dents is  striking. 

A  low-income  student  who  receives  a  Pell  Grant  is  twice  as  likely 
to  earn  a  bachelor's  degree  as  a  low-income  student  who  does  not 
receive  a  Pell  Grant. 

Chairman  NUNN.  Dr.  Longanecker,  let  me  ask  you  this  question 
on  that  because  these  are  impressive  points  for  the  Pell  program. 
Most  low-income  students  who  do  not  receive  Pell  Grants  in  my  ex- 
perience do  not  ever  go  to  college.  How  do  you  make  a  comparison 
like  that? 

Mr.  Longanecker.  Well,  we  do  have  some  low-income  students 
who  are  enrolled  and  are  not  receiving  Pell  Grants.  It  depends  in 
part  on  how  you  define  low-income  and  at  what  we  are  looking.  But 
when  we  control  for  all  of  the  factors,  students  who  are  receiving 
Pell  Grants  and  attend  college  are  much  more  likely  to  persist  than 
those  who  do  not  receive  Pell  Grants.  Now,  there  are  various  rea- 
sons why  a  low-income  student  might  not  receive  a  Pell  Grant  pro- 
gram. They  might  not  be  enrolled  full-time  or  at  least  half-time. 
They  might  have  substantial  family  assets.  Until  recently,  farm 
and  home  equity  were  substantial  impediments  for  some  low-in- 
come families. 

Chairman  NUNN.  I  think  this  is  an  impressive  statistic,  but  I 
would  ask  you  to  take  a  look  at  what  is  behind  it  because  it  seems 
hke  to  me  the  methodology  of  achieving  this  would  be  very  difficult. 

Mr.  Longanecker.  Yes.  What  is  generally 
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Chairman  NuNN.  I  just  do  not  know  of  many  low-income  stu- 
dents who  do  not  apply  for  Pell  Grants  if  they  are  in  college,  and 
I  do  not  know  how  you  make — I  assume  these  are  low-income  stu- 
dents who  are  in  college. 

Mr.  LONGANECKER.  That  is  correct.  Not  all  students  who  apply 
are  eligible,  and  that  is  how  we  are  able  to  follow  some  of  these 
students.  These  students  still  reflect  low  incomes,  but  for  one  rea- 
son or  another  have  not  been  judged  to  be  eligible  for  the  Pell 
Grant  program. 

Your  point  is  still  well  taken.  I  think  what  is  also  clear,  though, 
is  that  there  is  a  substantial  body  of  research  that  suggests  that 
grant  assistance  is  extremely  important  to  low-income  people. 

Chairman  NUNN.  I  do  not  think  there  is  any  doubt  about  that. 
I  would  agree  with  that  completely,  and  I  think  there  is  no  doubt 
about  it.  But  I  am  just  curious  about  that  particular  comparison. 
Mr.  LONGANECKER.  As  the  program  has  grown  and  established 
what  we  think  is  a  remarkable  track  record,  the  number  of  stu- 
dents and  institutions  that  would  exploit  the  system  has  also 
grown.  And  we  are  here  today  to  affirm  our  commitment  to  make 
this  program  work  better  and  to  frustrate  the  efforts  of  those  who 
would  abuse  it. 

We  know  that  some  schools  have  been  allowed  to  participate  in 
the  Federal  Pell  Grant  program  that  should  not  have  been  ap- 
proved to  participate.  Since  the  Department  last  testified  before 
this  Committee  on  the  student  loan  program,  we  have  worked  with 
Congress  to  improve  the  process  by  which  we  approve  schools  to 
participate  in  the  title  IV  programs,  including  strengthening  our 
eligibility  and  certification  procedures  within  the  Department,  en- 
hancing the  State  role  in  licensing  and  reviewing  postsecondary  in- 
stitutions, and  improving  the  accreditation  process — a  group  of  ac- 
tivities that  we  refer  to  often  as  the  triad.  The  Higher  Education 
Amendments  of  1992  strengthened  and  complemented  the  numer- 
ous steps  we  took  prior  to  reauthorization  to  tighten  our  monitor- 
ing and  gatekeeping  processes  and  requirements. 

One  of  the  most  important  tools  included  in  the  1992  amend- 
ments is  the  ability  to  certify  schools  provisionally  to  participate  in 
the  program.  Through  provisional  certification,  the  Department  can 
limit  the  length  of  time  and  conditions  under  which  a  new  school 
is  allowed  to  participate.  When  a  school  has  no  history  of  adminis- 
trative capability  or  financial  responsibility,  we  can  provisionally 
certify  a  school  for  a  period  of  time  that  allows  us  to  monitor  its 
performance  closely.  Further,  such  schools  agree  to  the  Depart- 
ment's right  to  revoke  their  provisional  certification  with  a  simple 
notice  that  gives  them  10  days  to  demonstrate  that  the  decision  is 
wrong.  This  is  a  substantially  different  process  than  the  fairly  long 
one  that  is  required  to  terminate  a  program  that  has  been  fiilly  cer- 
tified to  participate.  Thus,  we  can  now  move  quickly  to  remove 
those  institutions  that  intended  to  do  a  good  job  when  they  began 
but  have  not  been  able  to  demonstrate  performance.  In  fiscal  year 
1993,  we  certified  provisionally  166  schools— that  was  the  first  year 
in  which  we  had  this  authority — including  47  new  schools  and  67 
schools  that  changed  ownership. 

We  have  begun  performing  certification  reviews  for  title  IV  pro- 
gram participation  of  all  institutions  adding  one  or  more  locations. 
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Next  year  we  will  begin  to  review  the  eligibility  and  certification 
of  all  participating  schools.  To  do  this,  we  will  be  establishing  a  pri- 
ority ranking  of  jul  of  the  7,300  schools  that  participate  in  the  pro- 
gram based  on  the  indicators  of  potential  problems  and  funding 
levels.  We  expect  to  review  about  1,500  schools  in  the  first  year, 
and  we  will  be  concentrating  on  those  institutions  that  pose  the 
greatest  risk  for  Federal  funds.  Of  course,  we  will  be  reviewing 
schools  that  are  of  lesser  risk,  as  well  as  initial  applications,  appli- 
cations for  changes  in  ownership,  and  other  routine  activities  as 
well.  We  believe  that  that  plan  will  allow  us  to  meet  the  statutory 
requirement  that  all  institutions  have  their  eligibility  and  certifi- 
cation reviewed  over  the  5  years  and  provide  greater  oversight  on 
our  part  to  this  progrEim. 

Chairman  NuNN.  Are  you  going  to  need  any  more  employees 
working  in  this  area  to  handle  that  task? 

Mr.  LONGANECKER.  I  would  like  to  spend  some  time  later  on  talk- 
ing about  that.  I  do  not  think  our  issue  is  necessarily  the  numbers 
of  people  that  we  have.  I  think  where  we  have  had  our  problems 
in  the  past  has  been  in  the  lack  of  adequate  preparation  and  train- 
ing we  have  provided  for  our  employees  £ind  the  fact  that  we  have 
downsized  as  a  Department.  We  have  downsized  by  about  25  per- 
cent over  the  last  12  years  yet  we  continue  to  try  and  do  business 
the  same  way.  And  when  you  cut  your  staff  25  percent  and  you  do 
the  same  work,  you  have  basically  cut  your  activities  by  25  percent. 

We  need  to  work  smarter  and  better  with  the  resources  that  we 
have.  I  believe  that  we  have  adequate  resources.  We  may  have  to 
dedicate  some  additiongd  resources  to  this,  particularly  as  we  bring 
up  the  new  direct  student  loan  program  and  phase  out  the  level  of 
activity  in  the  current  Federal  Family  Educational  Loan  programs. 
That  is  somewhat  unrelated  to  Pell,  but  it  is  certainly  related  to 
the  overall  administration  of  the  Department.  But  we  think  what 
we  need  to  do  is  work  smarter. 

Chairman  NUNN.  You  have  7,300  participating  schools.  How 
many  people  do  you  have  to  monitor  those? 

Mr.  LONGANECKER.  In  the  monitoring  functions — I  have  those 
numbers.  I  have  forgotten  those.  I  will  report  those  to  you  here. 

Chairman  NUNN.  The  number  I  have  is  95.  Does  that  sound  cor- 
rect? 

Mr.  LONGANECKER.  That  is  reasonably  accurate.  I  believe  we 
have  approximately  95  nonsupervisory  reviewers  in  our  regional  of- 
fices. 

[Subsequently,  the  following  information  was  furnished] 

The  Department  of  Education  has  about  407  full-time  employees  who  have  over- 
sight and  monitoring  responsibilities.  Of  this  407,  about  223  employees  work  in  the 
regional  offices. 

Chairman  NuNN.  You  say  the  problem  is  not  numbers,  and  I 
hope  that  is  the  case,  that  it  is  also  skill.  We  know  that  is  the  case. 
We  have  said  for  years  in  this  Subcommittee  that  the  people  in  the 
Education  Department  were  not  properly  trained  for  this  task.  But 
let's  say  95  people  is  correct.  Obviously  they  are  going  to  have  to 
be  trained  better,  right? 

Mr.  LONGANECKER.  Staff  are  going  to  have  to  be  trained  better, 
including  the  95  people  who  are  working  in  the  regional  offices.  We 
have  the  capacity  through  the  staff  that  we  have  in  our  offices  to 
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do  the  work  necessary  to  identify  schools.  What  we  want  to  do  is 
work  smarter,  work  more  effectively,  and  to  really  substantially  en- 
hance the  tools  that  those  people  have  so  that  they  can  accomplish 
more  than  we  have  been  able  to  with  the  tools  we  have  had  in 
hand. 

Chairman  NuNN.  Well,  I  agree  with  that  completely,  but  that  im- 
plies some  training  period. 

Mr.  LONGANECKER.  That  is  correct. 

Chairman  NuNN.  Now,  you  are  going  to  have  to  go  through  a 
training  period  and  continue  to  monitor  7,400  schools  and  also  take 
on  a  direct  loan  program  all  at  the  same  time. 

Mr.  LONGANECKER.  That  is  correct. 

ChairmEin  Nunn.  In  a  program  that  your  own  IG  says  is  based 
on  the  honor  system  now. 

Mr.  LONGANECKER.  That  is  an  accurate  reflection  of  the  way  in 
which  this  program  has  been  operated.  Some  of  the  management 
controls  that  we  are  in  the  process  of  implementing  at  the  present 
time  still  maintain  some  elements  of  the  honor  system  for  those  in- 
stitutions that  demonstrate  that  they  have  strong  administrative 
capability. 

Chairman  NuNN.  But  the  point  is.  Dr.  Longanecker,  you  have  to 
train  people. 

Mr.  LONGANECKER.  Yes. 

Chairman  NUNN.  To  train  people,  I  do  not  know  whether  you — 
have  you  got  a  training  program  in  mind?  Is  it  1  week?  Is  it  3 
months?  Is  it  6  months?  Is  it  a  year?  What  kind  of  training  pro- 
gram do  you  have  in  mind? 

Mr.  LONGANECKER.  It  is  not  a  6-month  or  a  year-long  program. 
What  we  will  be  doing  is  periodic  training  on  various  tasks.  We 
have  begun  a  training  process  with  our  regional  staff  that  has  in- 
volved working  with  them  to  increase  their  understanding  of  ac- 
counting principles  and  financial  management  controls.  As  we  im- 
plement these  other  controls,  we  will  be  training  all  of  our  staff  in 
how  to  most  effectively  use  a  much  more  robust  information  man- 
agement system. 

That  will  take  time.  It  will  not  take  substantial  amounts  of  time, 
but  it  will  take  periodic  training  that  will  take  away  from  their 
time  in  the  field.  There  is  no  doubt  about  that. 

Chairman  NUNN.  And  you  are  sitting  here  and  telling  us  you  can 
take  the  same  number  of  people  and  correct  the  substantial  abuses 
that  we  are  identifying  here  and  that  have  already  been  identified 
not  only  in  Pell  but  in  the  student  loan  program,  and  take  on  the 
direct  lending  program  at  the  same  time  and  also  train  the  people 
at  the  same  time  that  are  now  woefully  inadequate  for  the 
tasks 

Mr.  LONGANECKER.  No,  we- 


Chairman  NuNN.  You  are  going  to  do  all  that  at  the  same  time 
with  the  same  number  of  people? 

Mr.  LONGANECKER.  No.  You  have  been  very  generous  as  a  Con- 
gress in  providing  us  the  resources  to  bring  up  the  new  direct  stu- 
dent loan  program,  and  that  will  give  us  the  capacity  to  enhance 
our  staffing  ability. 

Chairman  NuNN.  So  you  are  expanding  your  staff  now? 
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Mr.  LONGANECKER.  That  is  correct.  You  have  provided  us  with 
the  capacity  to  expand  our  staff  for  the  purpose  of  the  student  loan 
program  by  about  600  over  the  next  5  years.  Whether  we  do  that 
with  our  own  staff  or  vdth  contract  staff  or  a  combination  of  those 
two,  we  beheve  that  gives  us  the  capacity  to  bring  those  programs 
up  and  to  manage,  continue  to  manage 

Chairman  NUNN.  How  about  the  Pell  Grant  program?  Do  you 
have  any 

Mr.  LONGANECKER.  For  the  Pell  Grant  program,  there  is  not  an 
additional  staffing  requirement,  and  so  we  have  to  basically  look  at 
that  as  one  of  the  regular  ongoing  programs  for  which  we  have  to 
find  a  better  way  to  manage  with  the  existing  resources. 

We  are  not  organized  as  a  unit,  though,  along  program  Hnes.  Ba- 
sically the  issues  that  are  raised  here  with  Pell  Grants  are  legiti- 
mate issues  for  our  overall  management  of  all  title  IV  programs. 

Chairman  NUNN.  The  same  gatekeeping  apphes  to  student  loans 

and  to 

Mr.  LONGANECKER.  That  is  correct.  And  so  the  same  kind  of  lax- 
use  of  gatekeeping  in  the  past  that  is  being  demonstrated  by  prob- 
lems with  the  Pell  Grant  program  here  logically  exist  for  all  of  our 
programs. 

Chairman  NuNN.  OK. 

Mr.  LONGANECKER.  One  of  the  major  changes  that  resulted  from 
the  reauthorization  was  with  respect  to  the  use  of  and  involvement 
with  States.  We  have  consciously  improved  our  coordination  with 
State  and  guaranty  agencies  with  respect  to  the  actions  of  closed 
institutions.  When  a  school  closes,  all  entities  with  oversight  re- 
sponsibilities are  promptly  notified  in  order  to  cease  the  flow  of 
Federal  funds  and  initiate  efforts  to  recover  already  expended 
funds.  Additionally,  now  that  we  have  more  experience  in  compil- 
ing default  statistics  for  institutions,  we  are  focusing  greater  atten- 
tion in  our  certification  efforts  on  institutions  that  have  high  cohort 
default  rates  in  the  Federal  Family  Education  Loan  program.  Ac- 
cordingly, it  is  imperative  for  the  Congress  to  act  favorably  on  our 
legislative  proposal  to  close  the  loophole  that  has  permitted  some 
institutions  to  escape  the  consequences  of  a  high  default  rate 
through  litigation.  Finally,  the  level  of  surety  has  been  increased 
where  necessary  to  protect  the  Federal  Government  and  students. 
Currently,  232  participating  institutions  have  posted  surety  total- 
ing $58  million.  Also,  we  are  converting,  as  needed,  the  type  of  sur- 
ety required  from  performance  bonds  to  letters  of  credit,  which  are 
more  readily  collectible  by  the  Department  and  by  the  Secretary. 

Our  efforts  to  improve  the  gatekeeping  activities  have  also  been 
aided  by  several  new  authorities  in  the  1992  amendments  relating 
to  state  oversight  and  accreditation. 

Our  partnership  with  the  States  in  the  oversight  of  postsecond- 
ary  institutions  is  significantly  strengthened  by  the  State  Post- 
secondary  Review  Program.  Under  this  new  authority,  the  States 
will  develop  standards  approved  by  the  Department  to  use  in  con- 
ducting reviews  of  institutions  referred  to  the  State  by  the  Depart- 
ment. As  originally  recommended  by  this  Committee,  the  Secretary 
now  has  statutory  authority  to  provide  reimbursements  to  States 
for  the  cost  of  their  efforts.  Although  no  fiscal  year  1993  ftinds  were 
appropriated  for  this  activity,  the  Department  did  reprogram  $5.3 


88 

million  within  the  student  financial  assistance  account  to  initiate 
the  program,  and  nearly  all  States  have  applied  for  funding  for  the 
startup  activities.  For  fiscal  year  1994,  the  appropriation  for  the 
Department  provides  $21.25  million  for  this  activity,  permitting  the 
States  to  begin  reviewing  their  postsecondary  institutions  and  de- 
veloping consumer  complaint  and  information  systems.  That  proc- 
ess is  extremely  important  and  we  think  will  have  a  fundamentally 
positive  effect  on  our  gatekeeping  activities. 

The  accreditation  process  has  also  been  strengthened  through 
the  reauthorization  of  the  Higher  Education  Act.  The  Department 
will  soon  publish  proposed  regulations  for  recognizing  accrediting 
agencies,  resulting  from  the  1992  amendments,  which  will  make  it 
clear  that  the  accrediting  agencies  are  accountable  for  the  schools 
they  accredit.  As  required  in  the  amendments,  accrediting  agencies 
must  be  separate  and  independent,  both  administratively  and  fi- 
nancially, from  any  related  or  affiliated  trade  association  or  mem- 
bership organization.  This  requirement  will  eliminate  the  danger  of 
trade  associations  exerting,  or  being  perceived  to  exert,  pressure  on 
accrediting  agencies  to  keep  their  accrediting  standards  low. 

Also,  as  required  by  the  1992  amendments,  accrediting  agencies 
will  be  required  to  have  meaningful  standards  for  assessing  an  in- 
stitution's fiscal  and  administrative  capabilities,  recruiting  and  ad- 
missions practices,  measures  of  program  length  and  student 
achievement,  and  program  completion,  job  placement,  and  default 
rates.  In  the  case  of  nonbaccalaureate  vocational  education,  where 
the  Department  and  your  Committee  have  uncovered  many  prob- 
lems, the  regulations  we  are  developing  would  require  State  agen- 
cies to  establish  standards  for  such  measures  of  student  achieve- 
ment as  completion  rates,  job  placement  rates,  and  pass  rates  on 
licensing  exams.  These  regulations  would  also  require  accrediting 
agencies  to  take  followup  action  when  a  school  fails  to  meet  those 
standards. 

Further,  the  1992  amendments  have  helped  us  target  common 
areas  of  abuse  for  correction.  For  example,  the  Secretary  will  no 
longer  recognize  the  accreditation  of  any  institution  that  is  in  the 
process  of  changing  from  one  accrediting  agency  to  another  unless 
there  is  a  strong  demonstration  of  reasonable  cause  for  doing  so. 
Further,  each  institution  must  designate  one  accreditor  for  pur- 
poses of  progrgmi  eligibility  to  prevent  accreditation  "shopping"  that 
occurred  in  the  past. 

The  Department  has  taken  a  number  of  significant  steps  in  im- 
proving the  administration  of  the  student  financial  aid  programs. 
Because  students  apply  directly  to  the  Federal  Government  for  the 
Pell  Grants,  we  have  been  able  to  use  the  National  data  base  that 
developed  from  that  to  implement  a  number  of  very  productive  con- 
trols. For  example,  in  January  of  1991,  we  began  matching  Pell 
Grant  applicants  with  our  file  of  defaulted  student  loans  that  had 
been  assigned  to  the  Department  for  collection.  In  July  of  1992,  we 
expanded  this  activity  by  matching  applicants  with  the  default  files 
of  guaranty  agencies.  This  effort  has  been  helpful  in  ensuring  that 
ineligible  students  do  not  receive  Pell  Grants.  So  far  this  year,  we 
have  identified  nearly  100,000  applicants  through  this  matching 
process. 
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In  January  of  1994,  we  will  begin  to  match  the  Social  Security 
numbers  of  all  student  aid  applicants  with  the  master  file  main- 
tained by  the  Social  Security  Administration. 

Chairman  NUNN.  Mr.  Longanecker,  let  me  ask  you  one  question 
there.  Perhaps  you  can  clear  this  up.  It  was  my  impression  that  the 
student  did  not  have  to  start  paying  back  a  student  loan  until  they 
were  out  of  college. 

Mr.  Longanecker.  They  do  not  have  to  do  that.  That  is  correct. 
But  many  of  them  returned  to  college  and  have  been  delinquent  on 
a  loan  in  their  absence  from  college.  And  so  we  have  the  oppor- 
tunity here  to  determine,  as  they  come  back  into  the  system, 
whether  they  are  delinquent  to  the  Federal  Government  or  not  on 
a  prior- 


Chairman  NuNN.  But  there  could  be  a  whole  lot  more  students 
out  there  who  are  continuing  to  collect,  taking  very  few  courses, 
perhaps  not  performing  very  satisfactorily  in  the  courses  at  all,  and 
continuing  to  get  Pell  Grants  because  they  could  not  be  in  default 
on  student  loans  when  they  were  not 

Mr.  Longanecker.  That  is  correct,  and  we  have  examples 

Chairman  Nunn  [continuing].  Owed  until  they  get  through  col- 
lege. 

Mr.  Longanecker.  We  have  a  few  examples  of  those.  I  will  come 
back  and  discuss  that,  and  that  is  an  issue  I  think 

Chairman  NuNN.  Do  you  have  a  way  of  checking  on  that? 

Mr.  Longanecker.  We  have  a  way  of  checking  on  that,  but  that 
is  not  essentially  illegal  or  unethical  behavior.  At  the  present  time, 
we  lack  the  kind  of  performance  outcome  standards  in  this  pro- 
gram because,  while  we  have  a  clear  purpose  for  the  program,  we 
do  not  have  a  clear  understanding  or  appreciation  of  what  our  ex- 
pected outcomes  are. 

Chairman  NuNN.  In  effect,  there  is  no  measurement  at  all  for  the 
Pell  Grant  program? 

Mr.  Longanecker.  That  is  correct.  Success  in  this  program  is 
whether  we  successfully  give  the  students  the  money,  not  whether 
they  graduate  from  college  or  proprietary  school,  not  whether  they 
stay  in  school  forever.  That  is,  I  think,  a  major  issue  that  we  need 
to  work  with  you,  the  Congress,  on 

Chairman  Nunn.  In  effect,  the  students  do  not  get  the  money. 
It  goes  to  the  schools,  right? 

Mr.  Longanecker.  Well,  they  get  some  of  the  money,  but  the 
money  primarily  goes  to  pay  their  educational  expenses,  including 
tuition.  And  so  that  is  an  issue,  I  think,  that  we  need  to  spend  a 
lot  more  time  working  with  you  folks  on  as  we  move  along  to  get 
clearer  outcome  standards  for  this  progrgmi  so  that  we  can  be  sure 
of  where  we  are  headed. 

Chairman  NUNN.  I  agree. 

Mr.  Longanecker.  I  mentioned  that  we  have  been  working  with 
the  Social  Security  Administration.  This  effort  will  provide  us  an- 
other handle  for  substantially  improving  the  administration  of  this 
program  and  weeding  out  additional  fraud  and  abuse. 

Another  management  improvement  that  benefits  both  institu- 
tions and  students  is  our  strategy  of  streamlining  the  Pell  Grant 
process  by  actively  promoting  the  use  of  electronic  processing. 
Today  about  five  out  of  every  six  student  payment  transactions 
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originated  by  pari;icipating  institutions  are  accomplished  electroni- 
cally. Our  goal  is  to  get  to  100  percent  on  this.  Electronic  process- 
ing substantially  reduces  the  amount  of  error  in  the  reporting  of 
information. 

We  plan  to  use  our  regional  staff  to  help  review  high-risk  schools 
on  site,  as  part  of  their  ongoing  monitoring  responsibilities.  We  also 
intend  to  coordinate  with  States  and  with  guaranty  agencies  and 
with  accrediting  bodies  to  maximize  our  combined  on-site  review 
capacity.  These  steps  will  enable  us  to  employ  our  resources  even 
more  effectively. 

If  you  think  about  the  number  of  different  actors  that  are  going 
in  and  doing  on-site  reviews,  we  need  to  think  about  how  we  can 
work  more  effectively  together  to  assure  that  we  are  not  providing 
unnecessary,  undue  burden  on  the  institutions  and  that,  in  fact, 
through  our  combined  efforts  we  are  actually  increasing  the  effec- 
tiveness of  our  reviews. 

We  also  have  reorganized  the  Office  of  Postsecondary  Education, 
the  office  for  which  I  am  responsible,  to  strengthen  our  monitoring 
and  oversight  efforts  £ind  to  enhance  our  efficiency.  In  the  student 
financial  assistance  programs,  we  have  now  consolidated  all  offices 
with  monitoring  and  gatekeeping  responsibilities,  where  before 
they  were  scattered  among  various  units.  Placing  all  of  these  func- 
tions in  one  unit  provides  better  coordination  and  permits  more  ef- 
fective program  management.  And  I  could  discuss  with  you  specific 
examples  of  how  this  has  already  improved  the  management  of  the 
program. 

Data  verify  the  impact  of  our  monitoring  and  management  im- 
provements. As  a  result  of  the  program  reviews,  assessed  institu- 
tional liabihties  for  fiscal  year  1993,  which  are  $337  miUion,  were 
up  substantially  from  the  $226  million  assessed  liabilities  the  year 
before.  This  is  due  largely  to  a  policy  decision  made  in  1991  to  em- 
phasize the  quality  of  reviews  over  the  quantity  of  reviews.  Our  re- 
views are  now  longer  and  conducted  by  two  speciaUsts  rather  than 
one.  In  addition,  enforcement  actions  increased  markedly  during 
the  fiscal  year  just  completed,  fiscal  year  1993,  over  the  previous 
year.  We  had  163  institutions  terminated,  an  increase 

Chairman  NUNN.  Now,  that  is  terminated  from  what,  the  student 
loan  program  or  the  Pell  Grant? 

Mr.  LONGANECKER.  That  is  terminated  for  the  Pell  Grant  pro- 
gram. 

Chairman  NuNN.  For  the  Pell  Grant  program. 

Mr.  LONGANECKER.  That  is  right.  That  is  an  increase  of  40  per- 
cent. That  is  actually  termination  for  title  IV  eligibility,  which  in- 
cludes both.  Fifty-nine  emergency  actions  were  taken,  an  increase 
of  97  percent,  and  56  debarment  actions  were  taken  against  indi- 
viduals, an  increase  of  51  percent. 

Chairman  NuNN.  How  many  cases  were  referred  to  the  Justice 
Department  for  criminal  prosecution?  Do  you  have  that? 

Mr.  LONGANECKER.  I  do  not  have  that,  but  I  will  try  to  get  that 
from  staff. 

Chairman  NuNN.  Were  there  any? 

Mr.  LONGANECKER.  Yes. 

Chairman  NuNN.  There  were  some? 
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Mr.  Thomas.  We  can  provide  that  for  the  record.  I  do  not  have 
it  in  front  of  me,  Mr.  Chairman.  We  work  very  closely  with  Justice 
in  prosecutions. 

Chairman  NUNN.  Do  we  have  people,  Mr.  Thomas,  m  your  opin- 
ion, in  the  enforcement  area  of  the  Department— I  am  not  talking 
about  in  your  area,  IG,  but  I  am  talking  about  in  the  other  area— 
that  have  enough  criminal  background  to  be  able  to  detect  a  crimi- 
nal cause  of  action  when  they  see  it? 

Mr.  Thomas.  We  believe  that  there  are  some,  Mr.  Chairman.  My 
staff  has  worked  over  the  years  with  program  staff  in  some  of  the 
regional  offices  to  provide  training,  and  I  do  believe  that  there  are 
some  people  in  the  field  who  have  such  skills.  I  do  not  believe,  how- 
ever, that  it  is  very  widespread,  not  as  widespread  as  it  should  be. 

Chairman  NuNN.  That  is  an  area  of  training  you  are  going  to 
have  to  have,  isn't  it? 

Mr.  Thomas.  Dr.  Longanecker  and  I  have  spoken  of  that,  and  I 
have  volunteered  our  resources  to  help  with  that. 

Mr.  Longanecker.  I  should  correct.  We  do  not  refer  things  to 
Justice.  An  issue  that  looks  as  though  there  is  criminal  behavior 
involved,  we  refer  to  the  IG's  office.  I  talk  of  Jim  as  a  colleague  and 
as  part  of  the  "we,"  but  I  also  assure  you  that  I  understand— and 
he  has  told  me  many  times— the  distinction  that  he  has  and  the 
special  relationship  he  has  to  you  folks.  And  so  we  refer  it  to  the 
IG's  office,  and  they  ultimately  refer  it  to  the  Department  of  Jus- 
tice if  it  requires  that  action. 

What  I  would  like  to  say  is  that  we  need  to  work  with  you  and 
your  colleagues  in  the  Congress  to  develop  a  clearer  consensus,  as 
we  talked  about  earher,  on  the  standards  that  we  need  in  the  Fed- 
eral Pell  Grant  program's  performance.  Regrettably,  we  have  not 
always  had  consensus  even  within  the  Congress  on  such  standards, 
leading  sometimes  to  circumstances  that  many  find  untenable. 

For  example,  some  students  have  received  Pell  Grants  for  a 
longer  period  of  time  than  reasonably  necessary  to  complete  an  un- 
dergraduate degree  program,  including  one  student  who  we  know 
has  received  Pell  Grants  for  18  consecutive  years.  The  restriction, 
added  in  the  1986  statute,  on  the  number  of  years  in  which  a  stu- 
dent could  receive  a  grant  was  then  removed  by  the  Congress  in 
the  1992  amendments,  over  the  Department's  objections. 

Chairman  NuNN.  What  was  that  restriction? 

Mr.  Longanecker.  That  was  the  restriction  that  allowed  a  stu- 
dent up  to  5  years'  use  of  a  Pell  Grant  program.  In  fact,  in  actual 

fact,  we  have  twice  had  that  in  the  program,  in 

Chairman  NuNN.  But  that  was  not  being  enforced 

Mr.  Longanecker.  Yes,  it  was.  It  is  interesting.  This  is  quite  a 
story.  All  students  were  grandfathered,  so  the  earliest  it  really 
could  have  gone  into  effect  would  have  been  in  about  1993.  But  it 

was 

Chairman  NuNN.  What  year  was  that  put  into  effect? 
Mr.  Longanecker.  It  was  put  into  effect— actually,  it  has  been 
in  law  twice.  In  the  1976  amendments,  it  was  put  in,  and  taken 
out  in  the  1980  amendment.  In  the  1986  amendments,  it  was  put 
in  and  taken  out  in  the  1992  amendments.  So  just  as  it  was  begin- 
ning to  have  some  teeth,  in  1992  it  was  eliminated  from  the  law. 
Senator  CoHEN.  Could  I  ask  a  question,  Mr.  Chairman? 
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Chairman  NUNN.  Sure. 

Senator  Cohen.  If  we  were  to  put  a  restriction  back  into  the  law 
now,  do  you  favor  that  we  grandfather  existing  enrollees? 

Mr.  LONGANECKER.  No. 

Senator  COHEN.  There  is  no  constitutioned  right  to  say  once  you 
get  a  Pell  Grant  that  you  have  some  kind  of  vested  right  to  con- 
tinue under  existing  law,  is  there? 

Mr.  LONGANECKER.  I  would  not  suggest  that.  My  attorneys  might 
suggest  otherwise,  and  wise  counsel  might  suggest  that  we  would 
be  somewhat  vulnerable.  But  I  do  not  believe  there  is  any 

Senator  COHEN.  You  would  recommend  we  eliminate  any  grand- 
father clause? 

Mr.  LONGANECKER.  That  is  correct.  I  would.  You  might  want  to 
phase  it  in  over  a  year  or  two  so  that  people  can  finish  up  their 
program  if  they  have  been  kind  of  taking  a  while.  But  I  am  not 
sure  I  would  propose  exactly  what  we  had  before,  but  I  think  we 
have  to  think  intentionally  about  what  the  purposes  of  this  pro- 
gram are.  Is  it  program  completion?  If  program  completion  is  a 
purpose  of  the  program,  then  we  ought  to  have  some  performance 
standard  for  that.  That  is  the  dialogue  that  we  want  to  have  with 
the  community. 

We  have  already  begun  some  discussions  with  the  higher  edu- 
cation community,  with  congressional  staff,  and  with  others  to 
begin  this  discussion  so  that  we  can  come  back  to  you  with  some 
ideas  to  share,  and  then  carry  that  through  the  legislative  process 
so  that  we  can  get  a  clearer  set  of  standards  for  this  program,  so 
that  we  can  convince  you  and  your  colleagues  that  the  money  is 
being  well  spent  on  this  extremely  valuable  program  and  that  we 
can  demonstrate  that  more  affirmatively  than  we  can  today. 

Chairman  NuNN.  I  would  like  to  put  in  the  record  at  this  point 
my  questions  to  Secretary  Riley  i  and  his  response  of  October  13th 
to  my  questions,2  which  goes  into  considerable  detail  about  the 
number  of  recipients  and  the  time  that  they  have  had  the  Pell 
Grants.  So  at  this  point  in  the  record,  without  objection,  that  will 
be  part  of  the  record  immediately  following  your  testimony. 

Mr.  LONGANECKER.  I  think  in  general  it  is  fair  to  say  that  the 
Department  has  not  always  received  support  from  Congress  for  ef- 
forts to  strengthen  program  integrity  when  our  measures  were  per- 
ceived to  reduce  access  to  the  program.  Access  is  the  goal  of  the 
program.  What  we  need  to  think  about  is  how  we  define  access.  Is 
it  access  to  success,  or  is  it  just  plain  open-ended  access?  And  we 
need  to  have  a  very  serious  discussion  about  that. 

Chairman  NuNN.  You  are  going  to  have  to  think  through  propri- 
etary schools,  too. 

Mr.  LONGANECKER.  Absolutely. 

Chairman  NuNN.  For  instance,  if  you  go  and  get  a  certificate 
from  one  proprietary  school,  then  are  you  eligible  to  go  get  a  certifi- 
cation from  another  one  and  another  one  and  another  one?  And 
then  after  you  have  done  all  that,  are  you  eligible  to  get  a  degree 
in  college?  So  there  has  to  be  some  refinement  here  in  terms  of 
that.  I  think  we  have  to  think  through  that  one  because  certainly 


1  See  Exhibit  No.  84  on  pages  343-344. 

2  See  Exhibit  No.  84  on  pages  345-350. 
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we  want  people  to  be  encouraged  to  change  their  skills  if  the  mar- 
kets dem£ind  that. 

Mr.  LONGANECKER.  We  certainly  agree  with  that,  and  we  think 
we  need  to  have  that  set  of  discussions.  We  have  begun  those,  as 
I  mentioned  to  you,  and  we  intend  to  have  that  as  part  of  our  fu- 
ture policy  agenda  within  the  Department  of  Education.  And  we 
will  be  coming  back  to  have  further  discussions  with  you  about  how 
you  think  we  should  proceed. 

Chairman  NuNN.  There  is  an  underlying  question  here  that  all 
of  us  are  going  to  have  to  face,  and  maybe  the  answer  is  clear,  and 
maybe  we  already  know  it.  I  do  not,  but  perhaps  Mr.  Thomas  could 
answer  this,  maybe  Mr.  Longanecker,  too.  Is  it  possible  for  the  Fed- 
eral Government  to  simply  send  out  checks  to  people  and  have  a 
program  that  really  has  disciplined  and  adequate  oversight  in  mon- 
itoring? Is  it  possible?  Mr.  Thomas,  you  come  close;  it  seems  to  me 
you  are  hinting  in  your  statement,  saying  the  very  nature  of  the 
program  itself  mitigates  against  the  kind  of  oversight  and  the  kind 
of  efficiency  that  all  of  us  desire.  Are  you  saying  that,  or  do  you 
believe  it  is  possible  to  be  able  to  properly  regulate  this  program? 
Mr.  Thomas.  I  believe  it  is  possible,  Mr.  Chairman.  I  think  it  is 
going  to  take  a  lot  of  work.  I  think  that  some  of  the  early  stages 
that  Dr.  Longanecker  has  taken  are  along  the  right  direction.  But 
I  am  not  100  percent  sure  what  those  controls  are.  Because  once 
we  begin  to  talk  in  terms  of  doing  everything  electronically  and 
having  no  paper,  or  very  little  paper,  and  no  certifications,  then 
holding  people  accountable  is  very  difficult  to  do.  And  I  think  this 
is  where  Dr.  Longanecker's  staff  and  my  staff  are  going  to  have  to 
work  very  close  together  to  make  sure  that  people  can  be  held  ac- 
countable and  that  this  program  is  administered  with  integrity. 

Chairman  NUNN.  Well,  Mr.  Thomas,  what  do  you  think  we  are 
learning  here  that  applies  to  the  direct  loan  program?  Or  do  you 
believe  there  is  an  analogy  between  the  Pell  Grant  program  and 
the  program  you  are  about  to  embark  on  on  the  direct  loans  from 
the  Government? 

Mr.  Thomas.  I  certainly  beUeve  that  if  the  direct  loan  program 
is  carried  out  with  contractors,  then  we  have  some  of  the  same 
kinds  of  issues,  that  we  will  have  to  make  sure  that  the  mistakes 
we  have  made  in  the  past  are  not  made  in  the  future. 

Chairman  NuNN.  If  you  are  going  to  carry  it  out  with  contrac- 
tors, what  is  the  difference  in  carrying  it  out  with  contractors  and 
doing  it  the  way  it  was  being  done  before,  which  essentially  was 
with  contractors?  They  happened  to  be  called  banks. 
Mr.  WURTZ.  Mr.  Chairman,  could  I  respond  to  that? 
Chairman  NuNN.  Yes. 

Mr.  WuRTZ.  We  beheve  that  there  is  a  vast  difference  between 
using  contractors  and  the  current  guarantee  program's  use  of  guar- 
anty agencies  and  lenders.  There  is  basically  no  incentive  in  the 
current  program  for  reducing  defaults — or  risk  on  the  part  of  the 
existing  participants  in  that  program.  Neither  the  banks  nor  the 
guaranty  agencies  have  had  any  risk.  Basically  it  has  all  been  Fed- 
eral money.  .  . 

So  in  spite  of  the  fact  that  we  have  been  able  to  have  provisions 
where  the  Secretary  could  fine  a  particular  guaranty  agency  or 
where    we    could   reduce   the    payment   if  certain   due   diligence 
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amounts  were  not  paid,  in  essence  for  the  guaranty  agency  that 
came  out  of  Federal  reserves.  It  came  out  of  Federal  money.  There 
is  virtually  no  investment  in  the  program  except  the  Federal  Gov- 
ernment's. 

Now,  when  you  look  at  the  current  Pell  program  or  the  guaran- 
teed loan  program,  you  have  rightly  characterized  these  in  many 
ways  as  an  honor  system.  Now,  for  the  vast  majority  of  schools  in- 
volved in  this,  that  honor  has  proved  to  be  well  founded.  The  issue 
that  we  have  to  face  under  any  honor  system 

Chairman  Nu^fN.  We  think  that,  we  hope  that,  but  I  do  not  think 
anybody  has  demonstrated  that.  I  mean,  you  do  not  have  the  mon- 
itoring system;  you  do  not  have  the  controls;  you  do  not  have  the 
data  system;  you  do  not  have  the  cross-references.  You  do  not  have 
anything  in  effect  that  will  allow  you  to  make  that  statement  with 
confidence.  I  hope  you  are  right. 

Mr.  WURTZ.  What  our  audits 

Chairman  NUNN.  But  your  IG  says  that  he  does  not  know,  and 
if  he  does  not,  I  am  betting  you  do  not  either,  Mr.  Wurtz. 

Mr.  WURTZ.  What  our  audits  have  shown  to  date  have  been  iso- 
lated instances  of  individual  schools  primarily  in  the  proprietary 
sector. 

Chairman  NUNN.  But  you  have  not  have  many  audits. 

Mr.  Wurtz.  We  have  had  a  number  of  audits  in  the  General  Ac- 
counting Office  in  which  I  supervised  the  financial  audit  of  the  pro- 
gram and  looked  at  a  number  of  banks  and  a  number,  almost  the 
vast  majority,  of  the  guaranty  agencies. 

Chairman  NuNN.  So  you  are  telling  us  you  are  confident  about 
the  amount  of  loss  we  have  had  on  Pell  Grguits? 

Mr.  Wurtz.  No,  I  am  not  content  with  the  amount  of  loss  we 
have  had.  It  is  too  much.  There  is  a  zero  tolerance  for  loss  in  the 
Congress.  There  is  a  zero  tolerance  for  losses  on  the  part  of  the 
American  taxpayer.  And  they  have  a  right  to  that.  We  have  to 
tighten  up. 

The  key  in  a  program  which  is  an  honor  system,  and  by  law — 
this  is  an  advance-funded  program — is  gatekeeping.  If  we  do  not 
have  adequate  gatekeeping  at  the  very  beginning,  we  have  got  a 
problem  right  from  the  start. 

Now,  for  example,  regarding  adequate  gatekeeping,  the  financial 
ratios  that  we  recommended  to  the  Congress  in  the  reauthorization 
was  a  1.25-to-l  asset-to-liability  ratio.  The  Senate  removed  that 
ratio  and  put  a  1-to-l  asset-to-liability  ratio.  That  means  that 

Chairman  NuNN.  What  was  the  rationale  for  that?  Not  being  on 
the  Committee  that  handled  that,  what  was  that  rationale? 

Mr.  Wurtz.  I  could  not  give  you  their  rationale.  Senator.  But 
what  it  means  is  that,  in  essence,  schools  with  no  net  worth — and 
because  the  ratio  is  not  even  required  to  be  determined  through  the 
application  of  generally  accepted  accounting  principles,  and  can 
value  their  assets  at  current  market  value,  means  that  schools 
with  a  negative  net  worth  can  actually  be  allowed  into  the  pro- 
gram. 

So  if  we  do  not  stop  it  up  fi'ont,  it  gets  very  hard  to  catch  it  on 
the  other  end,  and  the  only  way  you  catch  it  is  through  audit.  In 
any  program  that  is  caught  through  audit,  you  are  going  to  have 
a  given  amount  of  abuse. 
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Senator  ROTH.  Could  I  ask  a  question,  Mr.  Chairman?  Is  it  fair 
to  say  that  a  significant  part  of  the  problem  of  trying  to  tighten  the 
program  is  right  here  in  the  Congress  itself,  that  there  is  no  con- 
sensus, that  there  are  those  who  do  not  think  we  should  have  such 
limitations?  Is  that  a  significant  part  of  the  problem? 

Mr.  LONGANECKER.  I  would  say  that  a  significant  part  of  the 
problem  used  to  be  in  our  gatekeeping  functions,  that  the  reauthor- 
ization of  the  Higher  Education  Act  last  year  gave  us  very  powerful 
tools  to  improve  our  performance  in  the  Department  of  Education, 
to  substantially  enhance  the  role  of  the  States  in  assisting  us,  and 
to  provide  the  resources  necessary  to  them  to  do  that,  and  to  en- 
hance the  responsibilities  of  accrediting  agencies. 

We  had  that  triad  before,  but  it  did  not  work.  It  did  not  work 
at  all  because  everybody  blamed  everybody  else,  and  the  respon- 
sibilities of  those  three  actors  were  not  clearly  identified  in  the 
statute.  The  statute  now  does  that.  That  will  help  us  immeasurably 
in  this  program.  We  will  have  much  better  gatekeeping. 

A  great  deal  of  the  problem  also  has  rested  with  the  management 
within  the  Department  of  Education.  We  have  the  data,  but  we  do 
not  have  the  data  management  systems  to  allow  us  to  use  it.  We 
have  controls  that  we  put  into  effect.  We  have  reports  generated 
that  we  do  not  pay  attention  to,  or  have  not  traditionally  paid  at- 
tention to.  And  so  what  we  have  to  do  is  improve  that  manage- 
ment. 

There  is  a  third  major  issue  on  which  there  is  not  clear  consen- 
sus that  is  what  we  mean  by  access  to  this  program,  and  this  is 
an  area  where  we  need  to  work  with  the  Congress  and  where,  in 
fact,  some  of  the  dissonance  certainly  exists  with  the  Congress. 

We  have  a  request  up  right  now  to  make  it  clear  that  institutions 
with  default  rates  that  exceed  the  legislated  hmits  are  not  going 
to  be  eligible  for  the  Pell  Grant  program.  That  seemed  real  clear 
to  us  in  the  legislation,  but  in  actual  fact,  it  was  not  as  clear  as 
it  needs  to  be.  And  we  need  clarification  so  that  we  can  get  rid  of 
those  institutions  that  have  those  high  default  rates.  And  yet  we 
will  have  difficulty. 

Chairman  NUNN.  You  mean  your  lawyers  are  telling  you  now  you 
do  not  have  that  authority  under  the  law? 

Mr.  LONGANECKER.  The  lawyers  did  not  tell  us  that.  The  judges 
told  us  that.  Well,  they  have  not  told  us  that.  They  have  held  us 
in  abeyance.  And  so  we  need  to  make  it  clear  that  that  is  the  intent 
of  the  law,  that  institutions  with  high  default  rates  are  out  of  the 
program.  We  think  that  is  appropriate,  and  we  want  to  pursue 
that.  We  have  a  technical  amendment  before  you  folks  that  will 
help  us  in  that  regard.  And  yet  that  is  not  uniformly  supported  be- 
cause there  is,  from  our  perspective,  some  question  as  to  whether 
access  for  students  means  broad  access  to  institutions  to  partici- 
pate in  the  program. 

Senator  ROTH.  Is  that  the  nub  of  the  problem,  that  there  are 
those  in  Congress  that  really  do  not  want  to  restrict  access? 

Mr.  LONGANECKER.  Every  Congressperson  I  have  talked  to  wants 
us  to  manage  this  program  more  tightly.  On  the  other  hand,  when 
it  comes  down  to  an  institution  that  happens  to  be  in  their  general 
jurisdiction,  it  is  a  different  story.  That  is  obviously  a  more  legiti- 
mate institution  than  the  other  ones  we  should  be  shutting  down. 
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Senator  Roth.  I  think  you  are  being  very  diplomatic.  [Laughter.] 

Chairman  NUNN.  Well,  the  dilemma  here  is  that  the  schools  that 
have  the  highest  number  of  low-income  students  are  the  ones  who 
have  the  hardest  time  managing  the  program.  That  is  the  dif- 
ficulty. 

Mr.  LONGANECKER.  Yes. 

Chairman  NUNN.  And  the  difficulty  is  when  you  start  cutting  off 
an  institution  that  has  an  awful  lot  of  low-income  students,  then, 
in  effect,  those  students  themselves  suffer.  You  are  trying  to  pun- 
ish the  institution,  but  you  end  up  hitting  the  students.  And  that 
is  the  ultimate  dilemma. 

Mr.  LONGANECKER.  Senator,  that  is  true  if,  in  fact,  those  stu- 
dents were  being  benefited  by  that  educational  program. 

Chairman  NUNN.  And  if  it  is  not,  that  is  right.  If  the  education 
program,  which  we  have  run  into  many  of  them  in  the  proprietary 
school  area  that  were  not  worthy  of  anybody  going  to  school  there. 
A  number  of  them  are,  but  a  number  of  them  are  not. 

Mr.  LONGANECKER.  That  is  true. 

Senator  Cohen.  Senator,  could  I  ask  a  question?  I  was  curious 
about  Mr.  Wurtz  suggesting  that  this  is  really  not  a  significant 
problem.  While  the  dollars  involved  in  some  individual  cases  may 
be,  he  does  not  seem  to  believe  it  is  widespread.  I  would  like  to 
know  what  Mr.  Thomas  feels  about  that. 

I  share  the  Chairman's  skepticism  that  if  we  have  this  particular 
type  of  situation  in  one  small  area,  it  is  not  confined  or  unique  to 
those  schools  which  have  been  investigated,  but  that  it  is  much 
wider.  I  understand  for  example,  that  one  U.S.  attorney  recently 
said  that  the  manner  in  which  the  funding  of  the  Pell  Grant  pro- 
gram is  administered  by  the  Department  of  Education  would  im- 
press most  jurors  as  a  program  designed  to  be  abused. 

Now,  Mr.  Thomas,  would  you  care  to  comment  as  to  whether  you 
think  this  is  an  isolated  situation  confined  to  New  York  City? 

Mr.  Thomas.  I  do  not  believe  it  is  an  isolated  case,  Mr.  Cohen. 
As  I  indicated,  we  have  had  cases  around  the  coimtry,  and  we  con- 
tinue to  have  them.  It  is  not  isolated. 

But  we  do  not  know  how  big  it  is.  You  see,  the  difficulty  we  have 
is  that  there  is  no  report  that  says  this  is  the  amount  of  fraud  that 
there  is  out  there,  this  is  the  amount  of  fraud  that  is  in  my  institu- 
tion. And  so  we  come  down,  then,  to  how  do  we  get  involved  in  it, 
how  do  we  know  about  it,  and  how  do  we  take  care  of  it. 

The  fact  of  the  matter  is  that  I  have  almost  900  cases  in  my  in- 
ventory now  that  the  staff  is  working  on.  About  a  third  of  those  are 
institutional  cases,  against  owners  and  business  managers  and  the 
like  of  proprietary  institutions  in  this  case.  We  have  about  100  con- 
victions a  year,  which  is  about  all  that  we  have  indictments  and 
convictions  of.  And  so  the  volume  of  cases  and  the  substance  of 
these  cases  continues  to  grow.  And  the  more  and  more  that  we 
have  gotten  into  the  complexity  of  computer  transfer  of  data,  the 
more  difficult  it  is  to  prosecute;  the  more  difficult  it  is  to  convince 
a  prosecutor  that  he  can  sell  it  to  a  jury,  because  it  is  a  very  com- 
plex kind  of  thing. 
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You  can  look  at  the  schematic  on  the  wall  i  there  and  see  the 
complexity  of  the  flow  of  paper  in  this  program.  And  as  a  con- 
sequence, you  are  limited  as  to  the  volume  of  activity  you  can  get 
prosecuted  at  any  period  of  time.  And  we,  because  of  the  size  of  the 
staff  that  we  have,  are  very  limited  in  the  number  of  cases  that  we 
can  have  going  at  £iny  time,  especially  when  they  are  complex 
school/institutional  cases.  And  as  a  consequence,  there  is  just  no 
possible  way  for  me  to  give  you  a  number  to  say  that  3  percent  of 
all  the  Pell  Grant  is  fraud  or  6  percent  or  one-half  of  1  percent.  I 
just  cannot  say. 

But  I  do  believe  that  most  of  all  the  cases  that  we  get  involved 
in  have  a  problem.  That  I  do  know. 

Chairman  NuNN.  Do  you  have  any  provision  in  the  law  or  regula- 
tions that  give  you  the  authority  when  a  school  or  institution  does 
not  cooperate  in  an  investigation  by  your  policy  people  or  by  the 
IG  to  cut  off  funds  for  that  school? 

Mr.  Thomas.  There  are  provisions,  Mr.  Chairman,  where  if  we 
go  in  and  we  are  denied  access  to  records  or  we  are  denied  reason- 
able access  to  the  people  in  that  institution,  that  we  go  back  to  the 
program  staff  and  we  tell  them  of  that  denial.  And  there  are  provi- 
sions in  the  regulation  which  would  say  that  they  can  take  action 
against  that  school.  Now,  due  process  comes  into  place. 

We  also  have  a  second  vehicle  in  that  if  we  are  denied  access  to 
records,  we  c£in  subpoena  those  records.  But  frequently,  in  a  very 
complex  case — and  we  have  had  several — that  subpoena  is  then 
challenged,  and  then  we  spend  2  years  in  court.  We  always  win, 
but  we  spend  2  years  in  court  fighting  it. 

Chairman  NUNN.  I  would  like  for  you  to  come  up  with  a  stream- 
lined procedure  that  you  believe  would  hold  up  legally  and  suggest 
it  to  us  in  terms  of  legislation.  I  think  it  is  outrageous  for  an  insti- 
tution not  to  cooperate  with  a  Federal  Gk)vemment  investigation 
and  to  be  able  to  continue  to  receive  a  flow  of  Federal  funds  while 
that  is  happening. 

We  have  run  into  it  here.  You  say  you  have  900  cases;  300  of 
them  are  institutional  cases.  We  have  looked  at  severail  institutions 
in  the  course  of  this  investigation,  and  we  have  had  zero  coopera- 
tion, virtually. 

Now,  that  is  not  Molloy.  We  are  going  to  hear  from  Molloy  Col- 
lege later,  and  they  have  been  very  cooperative.  But  we  have  had 
some  of  the  New  York  City  schools  that  have  absolutely  adamantly 
refused  to  cooperate.  At  the  same  time,  the  money  is  continuing  to 
flow.  I  think  that  is  outrageous  and  unacceptable,  and  I  think  we 
need  the  tightest  possible  statute  that  we  can  get  to  give  you  the 
authority,  when  an  institution  does  not  cooperate  with  either  you 
or  with  a  legitimate  Government  investigation — whether  it  is  the 
Department  of  Education  or  some  other  legitimate  Government  in- 
quiry— that  you  have  the  right  to  cut  off  the  flow  of  funds. 

Mr.  Thomas.  We  will  ta^e  a  look  at  that,  Mr.  Chairman,  and 
work  with  your  staff  on  developing  something.  One  of  the  things 
that  we  have  found  very  successful  is  that  when  we  are  denied  ac- 
cess, then  we  go  back  to  our  own  office  and  we  have  our  attorney 
call  the  attorney  for  the  school  and  explain  to  them  what  are  the 


1  See  Appendix  L  to  Staff  statement,  page  196. 
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repercussions.  Generally  speaking,  that  smooths  the  way  for  us  to 
go  in  and  have  access  to  the  records  and  the  people.  Nine  times  out 
of  10  it  works.  That  tenth  time  it  may  not,  and  I  think  that  is  the 
time  that  we  are  talking  about  here. 

Chairman  Nunn.  Let  me  run  through  a  couple  of  questions  here 
on  the  particular  investigation  we  are  having,  and  I  would  ask  Sen- 
ator Roth  or  Senator  Cohen  to  interject  at  any  point  in  time.  We 
will  make  this  rather  informal  in  terms  of  yielding.  I  will  be  glad 
to  yield  to  either  one  of  you  to  follow  up  or  ask  your  own  questions 
at  any  point. 

We  have  21  schools,  Mr.  Longanecker,  that  the  Department  of 
Education  took  action  against  in  the  last  couple  of  weeks.  The  De- 
partment, I  believe,  found  that  they  did  not  meet  the  requirements 
of  the  Higher  Education  Act.  How  did  you  learn  this?  These  are  the 
schools  in  New  York  that  are  the  subject  of  this  inquiry. 

Mr.  Longanecker.  That  is  actually,  I  think,  a  good  example  of 
how  our  changes  in  the  organization  of  the  Office  of  Postsecondary 
Education  bore  fruit.  Originally  we  had  two  units  of  the  Depart- 
ment of  Education  handling  certification  and  the  accreditation 
process.  The  recognition  of  accrediting  agencies  was  handled  by  our 
Higher  Education  Programs  unit.  And  the  certification  of  institu- 
tions, on  the  other  hand,  was  done  in  our  financial  aid  office. 

When  we  reorganized  we  brought  those  together,  and  it  was  ac- 
tually with  the  staff  working  together  there  that  we  discovered  that 
what  one  staff  knew  about  the  accrediting  association  was  not  un- 
derstood and  known  by  the  group  that  was  looking  at  the  eligibility 
of  the  institution  for 

Chairman  NuNN.  Both  staffs  in  the  Department  of  Education? 

Mr.  Longanecker.  Both  staffs  within  the  Department  of  Edu- 
cation making  discrete  decisions,  both  of  which  were  technically 
correct  but  not  fully  understood  by  the  other.  In  this  case,  that  ac- 
crediting association  was  approved  by  the  Department  of  Edu- 
cation, but  it  had  two  tracks.  It  accredited  both  avocational  and  vo- 
cational programs.  And  so  the  one  staff  looked  and  saw  that  it  was 
approved  by  the  Department.  They  assumed  that  the  institutions 
were,  therefore,  eligible  as  accredited  institutions.  As  it  turns  out, 
they  were  not  because  they  had  been  accredited  only  as  avocationsd 
institutions  by  this  particular  accrediting  association  and  not  for 
their  vocational  programs,  even  though  some  of  them  had  voca- 
tional programs. 

So  once  we  discovered  that,  we  worked  with  the  accrediting  agen- 
cy. We  reviewed  all  of  the  institutions  that  were  approved  by  that 
accrediting  agency,  and  the  21  institutions  that  were  affected  by 
that  were  notified 

Chairman  NUNN.  But  why  were  they  disqualified? 

Mr.  Longanecker.  They  were  disqualified  because  they  are  not 
accredited  by  an  approved  accrediting  association  to  provide  voca- 
tional certification  programs,  or  certified 

Chairman  NuNN.  Wliy  didn't  your  accrediting  people  catch  that? 

Mr.  Longanecker.  The  accrediting  people  should — there  is  no 
doubt  that  we  should  have  captured  this  along  the  way.  The  reason 
our  accrediting  people  didn't  capture  it  is  because  it  was  legitimate 
for  them  to  have  two  streams,  and  they  approved  them  for  both 


99 

streams.  In  fact,  that  other  stream  is  legitimate  for  some  other 
Federal  purposes,  some  veterans'  benefits  and  other  things. 

Chairman  NUNN.  But  isn't  the  bottom  line  that  to  be  eligible  for 
Pell  Grants,  as  I  understand  it,  you  either  have  to  have  an  institu- 
tion that  is  making  students  eligible  for  a  bachelor's  degree  or  for 
some  kind  of  vocational  certificates? 

Mr.  LONGANECKER.  Absolutely.  We  should  have 

Chairman  NUNN.  But  these  schools  didn't  do  either,  did  they? 
Mr.  LONGANECKER.  Some  of  them  did,  but  they  were  not  accred- 
ited to  do  so.  So,  in  fact,  on  a  program  review,  the  program  re- 
viewer would  see  that  there  were  programs  that,  in  fact,  seemed 
to  lead  to  a  certificate  or  diploma,  and  yet  they  did  not  realize  that 
the  accreditation  that  had  been  received  was  not  received  on  the 
basis  of  those  being  certified  programs. 

It  was  a  bit  convoluted  in  the  way  it  worked.  We  clearly,  I  think, 
should  have  picked  that  up.  It  does  not  excuse  the  fact  that  some 
of  these  institutions  may  have  misrepresented  themselves  to  our 
staff  at  one  point  or  another.  On  the  other  hand,  it  was  poor  man- 
agement, and  we  should  have  been  on  top  of  it. 

I  hope  one  thing  that  is  coming  through  today  is  that  we  are  on 
the  same  team  here.  We  agree  with  you.  We  need  to  do  a  much  bet- 
ter job  than  we  have  done.  We  have  already,  we  think,  taken  some 
strides.  I  would  give  some  credit  to  my  predecessors  over  the  last 
2  years.  There  have  been  some  very  good  things  that  have  been  put 
into  place  that  started  under  Deputy  Secretary  Kearns'  administra- 
tion at  the  Department  of  Education,  and  I  believe  that  they  have 
made  substantial  progress  and  we  are  continuing  that.  We  believe 
we  have  to  manage  this  program  better,  and  I  would  say  we  thinlt 
we  are  up  to  the  task,  and  we  think  it  is  a  doable  task. 
Chairman  NuNN.  Senator  Cohen. 

Senator  COHEN.  Mr.  Chairman,  I  was  just  going  to  add,  in  addi- 
tion to  being  accredited  by  nationally  recognized  accrediting  agen- 
cies certified  and  approved  by  the  Department  of  Education,  that 
particular  school  has  to  be  legally  authorized  to  offer  such  a  pro- 
gram by  the  State  in  which  it  is  located.  And  as  I  recall,  yester- 
day's testimony  indicated  that  one  of  the  two  schools  that  we  were 
talking  about  was  not  even  authorized  by  the  State  of  New  York. 
So  the  question  is:  How  do  you  get  by  that  one?  Or  how  did  that 
get  by  you,  I  should  say? 

Mr.  LONGANECKER.  I  do  not  have  a  good  answer  for  how  these 
made  it  through  the  sieve  in  the  past.  What  I  can  tell  you  is  I  think 
the  new  gatekeeping  functions  themselves  with  the  new  State  Post- 
secondary  Review  Entities  (SPREs),  now  all  institutions  will  essen- 
tially go  through  this  kind  of  review  and  preparation. 

Senator  COHEN.  Mr.  Thomas  has  recommended,  as  I  read  his  tes- 
timony, that  we  have  some  sort  of  a  computer  edit  check— is  that 
right,  Mr.  Thomas?— that  prevents  students  from  getting  grants 
from  different  schools. 

Mr.  LONGANECKER.  This  summer  we  have  implemented  such  a 
report  writer. 

Senator  CoHEN.  Well,  the  question  I  have.  No.  1,  is  how  quickly 
can  it  be  implemented?  And,  No.  2,  how  quickly  can  it  be  evaded? 
As  I  listen  to  you,  Mr.  Thomas,  you  are  saying  the  more  computer- 
ized we  become,  the  more  difficult  it  actually  is  to  make  a  case 
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against  these  schools.  But  the  more  important  question  for  me  is 
that  it  seems  that  anyone  who  is  creative  enough,  as  we  have  seen 
in  these  particular  cases,  to  evade  the  requirements  of  the  law  it- 
self would  not  have  much  difficulty  in  coming  up  with  different 
ngmies  for  the  same  student  to  acquire  more  than  one  Pell  Grant 
from  different  schools.  So  just  by  changing  a  name  on  a  computer 
printout  is  not  going  to  be  much  of  a  check,  in  my  judgment. 

Mr.  LONGANECKER.  Actually,  I  would  really  like  to  have  a  chance 
to  respond  to  that.  One  of  the  things  we  can  promise  you  is  a  lot 
better  management.  We  can  promise  that,  and  hopefully  in  the 
next  year  or  two,  I  can  come  back  and  demonstrate  that  to  you. 

What  I  cannot  promise  you  is  that  we  will  do  away  with  criminal 
behavior  in  programs,  criminal  behavior,  fraud,  and  abuse.  Where 
you  have  a  large  $6  billion  program,  you  are  going  to  find  some  cre- 
ative individuals  out  there  who  will  break  the  rules  in  order  to  pro- 
mote their  own  gain.  And  the  computer  does  give  them  some  addi- 
tional capacity  to  do  that.  As  I  think  you  discovered  yesterday,  this 
was  a  very  organized  and  smartly  constructed  scheme  that  oc- 
curred over  the  last  couple  of  years.  This  will  not  be  the  last  time 
that  occurs. 

Chairman  NUNN.  It  may  have  been  over  a  lot  more  than  the  last 
couple  of  years.  It  may  have  been  for  years  and  years  and  years 
and  years  that  this  has  been  going  on.  One  of  my  questions  was 
going  to  be:  Didn't  you  open  an  inquiry  in  1981  on  this  same  area? 
Hadn't  the  Department  been  involved  and  been  informed  over  the 
years  that  these  abuses  were  going  on? 

Mr.  Thomas.  Yes,  sir.  There  was  a  case  in  the  early  1980's,  Mr. 
Chairman.  There  were  a  number  of  schools  that  were  investigated, 
and  in  working  with  the  Department  of  Justice,  they  decided  to 
combine  those  schools  into  one  case  and  pursue  it  in  the  strongest 
case.  And  they  did  that,  and  there  was  a  prosecution  and  a  convic- 
tion, one  of  the  other  schools,  and  then  there  was  a  pretrial  diver- 
sion of  a  couple  of  other  individuals  at  that  institution.  So  there 
was  that. 

Chairman  NuNN.  But  that  did  not  alert  the  whole  accrediting 
and  policymaking  part  of  the  Department  of  Education  to  taike  a 
look  at  this  whole  area  in  the  early  1980's,  a  criminal  prosecution 
and  nothing  happened? 

Mr.  Thomas.  I  believe  since  that  time,  Mr.  Chairman,  many  of 
the  reports  and  reviews  that  have  been  done  have  reflected  similar 
kinds  of  issues. 

Senator  RoTH.  Mr.  Chairman,  could  I  ask  a  question? 

Do  schools  which  are  dropped  from  the  student  loan  program  be- 
cause of  high  loan  default  rates  continue  to  be  eligible  for  Pell 
Grants? 

Mr.  LONGANECKER.  Most  of  them  are. 

Senator  ROTH.  Most  of  them  are. 

Mr.  LONGANECKER.  If  they  are  very  high  level,  we  have  to  take 
some  administrative  actions  that  can  lead  to  their  elimination  from 
eligibility. 

Senator  ROTH.  Should  they  be  eliminated  as  a  general  rule? 

Mr.  LONGANECKER.  I  think  that  would  be  a  very  good  issue  for 
us  to  have  some  discussion  on — I  do  not  have  the  specific  answer 
on  that  for  you  today,  but  that  is  a  very  legitimate  issue  about  why 
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you  can  stay  in  one  Federal  program  when  you  cannot  stay  in  an- 
other, given  that  the  guaranteed  student  loan  program  is  the  only 
program  for  which  we  have  performance  standards. 

Senator  Roth.  Mr.  Chairman,  I  think  that  is  a  serious  defect 
that  ought  to  be  addressed  as  part  of  your  study. 

Mr.  LONGANECKER.  Now,  I  think  it  is  important  to  keep  in  mind, 
with  the  schools  that  have  been  the  focus  of  attention  for  the  last 
couple  of  days,  most  of  those  schools  were  not  participating  in  the 
loan  programs.  They  were 

Senator  ROTH.  Do  you  have  any  idea  how  many  schools  are  in 
this  category? 

Mr.  LONGANECKER.  Well,  we  have  terminated  over  400  schools  in 
the  last  3  years.  Most  of  those  were  terminated  because  of  the  de- 
fault statistics. 

Senator  Roth.  And  how  many  of  those  are  still  eligible  under 

the 

Mr.  LONGANECKER.  I  do  not  have  good  statistics  on  that,  but  we 
will  put  that  together  for  you  folks. 

Senator  COHEN.  Yesterday,  Mr.  Chairman,  the  staff  indicated 
that  some  4-year  universities  are  never  reviewed.  Is  that  the  case? 

Mr.  LONGANECKER.  That  has  been  entirely  possible  in  the  past. 
In  fact,  we  have  a  quality  assurance  program  which  provides  that 
if  they  participate  in  that  program,  one  of  the  rewards  is  that  they 
do  not  have  to  have  program  reviews.  These  are  institutions  that 
every  indicator  suggests  are  extremely  well  managed  institutions. 

Chairman  NUNN.  Does  this  include,  Mr.  Longanecker,  the  sample 
that  Mr.  Thomas  revealed  in  his  earlier  testimony  where  he  said 
30  to  40  percent  of  the  schools  out  there  have  up  to  several  hun- 
dred thousand  dollars  in  overage  payments  on  Pell  Grants? 

Mr.  LONGANECKER.  No.  Any  institution  that  any  indicator  sug- 
gests has  financial  management  issues  would  not  be  in  our  quality 
assurance  program,  and  thus  would  not  be  exempt  from  reviews. 

We  use  a  set  of  criteria  very  similar  to  the  ones  that  Jim  Thomas 
was  referring  to  that  allow  us  to  identify  the  institutions  where 
Federal  funds  are  most  at  risk,  and  that  is  how  we  determine 
which  of  the  institutions  we  v^dll  review.  What  we  have  done 

Chairman  NuNN.  Mr.  Thomas,  on  your  list  that  you  reveal,  will 
any  of  those  schools — were  all  those  schools  in  the  at-risk  area  that 
require  review,  or  were  some  of  those  on  the — what  was  the  other 
list  you  called  it  where  you  did  not  review  them? 

Mr.  LONGANECKER.  There  actually  would  be  sort  of  three  cat- 
egories. There  is  the  most  at  risk,  which  are  the  ones  we  will  re- 
view this  next  year,  the  400  or  so  each  year  that  we  will  go  in  and 
review  in  depth.  Then  the  other  end  of  the  continuum  are  the  qual- 
ity assurance  schools,  which  are  the  ones  that  have  demonstrated 
that  they  have  strong  financial  management. 

Chairman  NuNN.  Well,  I  would  ask  Mr.  Thomas,  when  you 
talked  about  the  institutions  that  had  an  overage  in  Pell  Grant 
payments  and  you  said  it  was  30  to  40  percent  of  the  sample  you 
had,  were  those  quality  assurance  schools  or  at-risk  schools  or  a 
mixture  of  both?  What  were  they? 
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Mr.  Thomas.  I  do  not  know  the  answer  to  that,  Mr.  Chairman, 
but  I  would  be  happy  to  go  back  and  have  the  staff  take  a  look  at 
it  and  put  it  in  the  record,  i 

Chairman  NUNN.  Because  if  we  are  running  into  quality  assur- 
ance schools  with  this  kind  of  problem,  you  have  a  problem  with 
your  quality.  You  have  a  quality  problem  with  your  quality  assur- 
ance. 

Mr.  WURTZ.  Mr.  Chairman,  with  regard  to  the  excess  cash 
problem 

Chairman  NuNN.  Could  we  get  a  list  of  those  schools,  Mr.  Thom- 
as, and  the  criteria  that  would  apply  to  each  one  of  them? 

Mr.  Thomas.  Yes. 

Mr.  WuRTZ.  With  regard  to  the  excess  cash  problem  that  Mr. 
Thomas  refers  to,  there  are  a  large  number  of  schools.  Part  of  that 
problem  is  a  reconciliation  problem.  It  is  a  timing  problem.  It  is 
often  the  difference  between  what  the  student  assistance  group 
within  the  school  reports  versus  what  the  Departmewnt  shows 
from  the  cash  controls  that  we  have  over  the  schools.  Normally 
when  they  hit  that  cash  excess  problem,  we  actually  end  up  with 
additional  reports  coming  in  that  show  that  at  the  point  in  time 
they  did  not  have  excess  cash,  and  so  they  are  readmitted  to  the 
program  or  their  funding  is  continued. 

But,  again,  I  would  like  to  emphasize  we  have  to  balance  this 
issue  of  access,  so  access  is  the  key  here,  and  we  have  to  decide 
on  access  versus  controls  up  front. 

Now,  if  we  want  controls  up  front  in  this  program  to  know  that 
we  have  a  valid  student  that  is  referred  to  the  program,  that  is  au- 
thorized in  the  program,  that  is  going  to  involve  substantial  costs 
to  do  that.  That  has  to  be  balanced  against  what  we  believe  to  be 
the  problem. 

Chairman  NuNN.  I  would  agree  that  you  have  to  balance  that, 
suid  you  do  not  want  to  have  so  many  auditors  out  there  and  so 
many  checks  that  you  spend  more  on  the  auditors  than  you  are 
wasting  on  the  program.  But  in  order  to  make  that 
counterbalanced  judgment,  you  have  to  know  how  much  you  are 
wasting  on  the  program,  Mr.  Wurtz. 

Mr.  Wurtz.  That  is  right. 

Chairman  NuNN.  And  we  do  not. 

Mr.  Wurtz.  Yes,  and  that  is  what  we  want  to  find  out.  That  is 
a  key  point. 

Chairman  NuNN.  And  you  do  not  know  how  much  floating — you 
know,  if  it  is  $2  million  floating  out  there  around  the  country  that 
is  excess,  that  is  one  thing.  If  it  is  $200  million,  it  is  another.  If 
it  is  $2  billion,  it  is  another. 

Mr.  Wurtz.  We  believe  it  is  about  $200  million,  but  I  will  get  you 
that  number. 

Chairman  NuNN.  That  would  be  helpful. 

Also,  Mr.  Longanecker,  I  would  eQso  like  to  show  you  a  letter 
from  the  Justice  Department  to  the  Department  of  Education  dated 
February  1981 — well,  that  is  the  date  it  was  received.^  I  do  not 
have  the  date  of  the  letter. 


1  See  Exhibit  No.  93  on  page  484. 

2  See  Exhibit  No.  87  on  page  351. 
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Chairman  NUNN.  Anyway,  there  is  a  hst  of  57  of  these  schools 
attached  to  it.  A  number  of  these  schools  that  are  part  of  the  inves- 
tigation we  have  now  unfolded  in  the  last  day  or  two  were  on  this 
1981  hst.  That  brings  to  mind  the  question  of— and  I  would  hope 
you  would  research  your  records  and  furnish  this  for  the  record.  I 
would  like  for  you  to  see  how  many  times  over  the  years,  going 
back  to  whatever  time  frame  you  believe  is  appropriate — I  would 
think  the  1970's— these  same  type  schools  have  come  up  on  your 
scope  of  having  abuses.  That  will  indicate,  I  think,  whether  these 
schools  were  basically  just  ignored,  whether  the  problems  were  ig- 
nored, whether  they  were  given  favorable  treatment. 

It  seems  to  me  that  when  you  have  a  list  of  these  schools  in  1981 
and  then  12  years  later  the  same  schools  are  appearing,  there  is 
something  really  badly  wrong  beyond  just  the  system.  This  is  not 
something  that  slipped  through  the  cracks  completely.  It  was 
known  in  the  Department  of  Education. 

Mr.  LONGANECKER.  That  is  correct.  And  what  I  would  say  is  that 
where  our  management  is  concerned,  our  employees  are  dedicated, 
doing  the  best  job  they  can,  and  so  I  do  not  think  it  is  the  quality 
of  the  people  we  have  working  for  us.  It  is,  to  some  extent,  the 
training  that  we  have  been  able  to  provide  to  them,  and  it  is  very 
much  the  management  systems  we  do  or  do  not  have.  We  have  to 
do  a  better  job  in  that  regard. 

Don  Wurtz  and  I  have  talked  a  great  deal  about  improving  the 
management  systems  so  that  we  have  the  data  systems  that  are 
necessary.  We  are,  in  fact,  currently  developing  two  data  systems 
that  will  substantially  improve  our  abihty  to  manage  these  pro- 
grams. One  is  the  National  Student  Loan  Data  Base,  and  the  sec- 
ond is  one  we  call  the  PEPS,  which  is  the  Postsecondary  Education 
Participants  System,  which  will  allow  us  to  essentially  have  the 
data  base  manager  that  we  need  that  brings  all  of  the  data  to- 
gether. We  have  an  awful  lot  of  data,  but,  in  fact,  it  is  very  difficult 
for  one  of  our  employees  to  put  their  hands  on  much  of  that.  And 
so  this  will  substantially  enhance  their  power  in  doing  quality  re- 
views and  quality  oversight  of  these  programs. 

Senator  COHEN.  Mr.  Chairman? 

Chairman  NUNN.  Senator  Cohen 

Senator  CoHEN.  I  would  like  to  come  back  to  Mr.  Wurtz's  com- 
ment. You  indicate,  rather  than  a  $2  billion  problem,  it  may  only 
be  a  $200  million  problem.  It  struck  me  that  anybody  watching  this 
hearing  outside  the  city  of  Washington  might  be  horrified  at  that 
number.  We  toss  around  figures  like  $1  bilUon  or  $2  billion  or  a 
couple  hundred  million  here  and  there.  I  know  that  my  constitu- 
ents say,  'Tou  are  losing  $200  million  on  a  program?"  And  that  is 
sort  of 

Mr.  WuRTZ.  Senator,  I  did  not  say  we  are  losing  $200  million. 

Senator  Cohen.  Unaccounted  for? 

Mr.  Wurtz.  No.  The  question  of  having  too  much  cash  on  hand 
in  the  schools,  which  is  referred  to  as  an  excess  cash  problem.  It 
does  not  mean  any  money  has  been  stolen.  It  means  that  sup- 
posedly they  have  drawn  in  excess  of  what  they  should  draw.  They 
are  allowed  to  draw  by  law  up  to  24  days  in  advance  of  their  needs. 
So  there  is  an  amount  of  cash  on  hand  that  they  can  have  under 
the  program. 
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Now,  frankly,  what  I  would  prefer  is  a  situation  in  which  there 
is  absolutely  no  excess  cash — for  example,  where  the  float  is  totally 
to  the  Government's  benefit — and  such  systems  are  possible.  We 
are  investigating  the  possibility  of  how  can  we  implement  such  sys- 
tems to  enable  us  to  retain  £ill  the  float  where  we  do  not  have  to 
have  cash  out  there  at  the  schools. 

Senator  COHEN.  Let  me  ask  you  the  question,  then:  How  much 
does  it  cost  to  get  the  quality  management  you  have  been  talking 
about  here  this  morning? 

Mr.  WURTZ.  We  believe  that  that  is  what  we  are  working  on 
right  now  and  that  we  want  to  have  in-house  and  that  we  are  im- 
plementing programs  to  be  able  to  bring  that  about. 

I  can  assure  you  that  these  issues  that  the  Committee  has  raised 
and  that  have  come  to  our  attention  we  find  as  appalling  as  you 
do.  We  believe  there  should  be  zero  tolerance,  and  we  are  going  to 
do  what  we  can  to  make  sure  that  these  problems  are  corrected. 

Senator  COHEN.  Let  me  make  one  other  suggestion  to  you.  Dr. 
Longanecker,  you  indicated  that  we  are  all  on  the  same  team,  and 
we  are.  And  it  is  very  easy  for  us  to  sit  here  and  hurl  some  thun- 
derbolts down  at  you  sitting  at  the  other  end  of  the  table.  But  I 
must  say,  I  think  it  is  important  for  those  of  you  who  are  on  the 
other  side  of  that  table  to  really  alert  us  to  our  contribution  to  the 
problem. 

As  I  look  down  this  hst — Senator  Nunn  submitted  a  list  of  ques- 
tions to  the  Department — it  was  staggering  to  me  to  see  that  we 
have  some  4,000  recipients  who  have  received  Pell  Grants  in  excess 
of  11  years.  Starting  at  11  years,  there  were  some  2,600,  and  then 
12  years,  another  nearly  1,000,  on  down  to  the  point  where  you  had 
one  with  17  years.  It  struck  me  as  being  an  outrage,  and  then  to 
learn  that,  in  fact,  in  1986,  there  had  been  a  statute  put  into  effect 
to  put  limitations  on  the  time  frame,  and  then  we  removed  it  in 
1992.  It  seems  to  me  it  would  be  very,  very  important  for  you  to 
raise  high  the  roof  beam.  Every  time  you  see  Members  of  Congress 
who  think  they  are  doing  something  positive  by  giving  more  flexi- 
bility to  the  Department,  and  the  Department  sees  this  as  an  ave- 
nue, potential  avenue  for  abuse,  call  it  to  the  attention  of  the  mem- 
bers as  loudly  and  as  clearly  as  possible.  Because  if  we  are  contrib- 
uting to  this  thinking  that  we  are  making  a  positive  contribution 
when,  in  fact,  it  is  negative,  and  then  we  come  back  2  years  later 
and  start  to  take  the  criticism  or  level  it  at  you  for  problems  that 
we  have  contributed  to,  the  public  ought  to  know  that  as  well. 

So  it  would  be  very  helpful,  if  you  see  us  doing  something  which 
in  any  way  is  going  to  contribute  to,  or  aggravate,  the  problem,  let 
us  know  as  clearly  and  as  loudly  as  you  can. 

Mr.  Longanecker.  Well,  I  appreciate  that,  and  we  will  do  that, 
I  can  assure  you. 

Senator  COHEN.  And  that  means  when  it  comes  down  to  either 
our  universities  or  schools  who  are  seeking  to  qualify,  not  to  bend 
to  the  importunings  of  any  of  us.  That  is  something  that  you  ought 
to  be  raising  a  good  deal  of  Ceiin  about. 

Mr.  Thomas.  Mr.  Cohen,  perhaps  this  is  an  appropriate  time  to 
continue  a  point  that  Don  Wurtz  made  a  moment  ago.  He  alluded 
to  the  fact  that  the  Senate  had  just  passed  an  amendment  dealing 
with  the  1-to-l  ratio  as  opposed  to  the  1.25-to-l  ratio.  The  part  that 
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he  did  not  bring  up  is  that  the  Senate  in  that  same  process  decided 
that  it  was  appropriate  to  add  the  equity  in  real  estate  to  the  cur- 
rent asset  column  in  order  to  build  up  that  asset,  so  that  it  would 
be  easy  to  meet  even  the  1-to-l,  which  is  a  clear  deviation  from  any 
kind  of  generally  accepted  accounting  principles  that  I  ever  heard 
of.  So  that  is  one  that  you  might  keep  in  mind. 

Mr.  WuRTZ.  And,  in  effect,  allows  a  school  with  a  negative  net 
worth  to  enter  the  program. 

Chairman  Nunn.  Mr.  Longanecker,  I  would  like  to  follow  up  on 
Senator  Cohen's  question  about  pressure  from  the  Congress.  All  of 
us  represent  constituents.  All  of  us  are  going  to  be  responsive  when 
a  school  in  our  district  or  our  State  is  basically  put  under  jeopardy 
in  terms  of  closing  down.  We  are  certainly  going  to  inquire  into  the 
Department  as  to  what  is  happening.  So  I  think  there  has  to  be 
a  distinction  made  between  legitimate  congressional  inquiry  and 
pressure. 

But  my  question  to  you  is:  How  much  undue  pressure — and  I  use 
that  word  "undue"  carefully — are  you  getting  from  Congress  in  im- 
peding your  ability  to  manage  this  program?  By  that  I  mean  indi- 
vidual Members  of  Congress.  I  am  not  asking  for  names  now.  I  am 
asking  for — if  you  want  to  give  them,  you  can  give  them. 

[Laughter.] 

Senator  CoHEN.  Do  you  keep  a  diary? 

[Laughter.] 

Mr.  Longanecker.  Well,  what  is  one  person's  undue  pressure 
might  be  another's  subtle  inquiry. 

Chairman  Nunn.  Well,  you  have  to  make  that  judgment,  though. 
You  are  a  policymaker.  Are  you  able  to  manage  your  program? 

Mr.  Longanecker.  Yes.  I  have  not 

Chairman  Nunn.  Or  are  you  getting  so  much  pressure  from  indi- 
vidual members  you  cannot  properly  manage  it?  That  is  the  ques- 
tion. 

Mr,  Longanecker.  I  have  not  to  this  point — and  I  have  not  been 
here  a  long  time.  I  have  been  here  since  I  was  confirmed  in  June. 
I  would  say  that  during  that  period  of  time  we  have  had  a  lot  of 
congressional  inquiries.  I  have  not  personally  felt  that  the  nature 
of  any  of  those  were  such  that  they  would  threaten  my  continued 
employment  with  the  Federal  Government  or  something  of  that  na- 
ture. So  in  terms  of  undue  pressure,  there  was  one  that  I  thought 
came  pretty  close  early  last  summer,  but  that  would  be  the  closest. 
I  have  not  found  this  to  be  a  prevalent  problem. 

I  would  tell  you  that  at  least  on  the  anecdotes  that  have  been 
shared  with  me  from  staff  and  others,  I  do  to  some  extent  blame 
my  predecessors  for  not  protecting  the  career  staff  adequately  in 
this  area.  Career  staff  should  not  be  presented  with  a  substantial 
amount  of  pressure  from  congressional  influence.  That  is  in  part 
what  we  have  political  appointments  for.  And  it  seems  to  me  that 
it  is  part  of  my  job  to  deal  with  that  issue  and  to  not  subject  the 
career  staff  to  that  because,  in  fact,  a  subtle  inquiry  from  the  Hill 
to  a  career  staff  can  be  extremely  threatening.  You  know,  they  are 
here  for  the  duration,  and  it  is  a  very  awkward  situation  when 
they  are  called  on  the  carpet  before  a  Congressperson  or  congres- 
sional staff. 

Chairman  Nunn.  Does  that  happen  often? 
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Mr.  LONGANECKER.  I  hope  it  is  not  happening  often  at  the 
present  time.  It  should  not  be.  I  believe  it  did  happen  on  occasion 
too  often  in  the  last  few  years. 

Chairman  NUNN.  Well,  I  would  ask  you  to  report  to  this  Sub- 
committee if  you  believe  you  are  being  given  counter  pressure  from 
Congress,  individual  members,  that  prevents  you  from  adequately 
protecting  both  the  students  and  the  taxpayers  of  this  country  in 
your  job. 

Mr.  LoNGANECKER.  I  will  accept  that  invitation.  Boy,  I  am  get- 
ting some  nice  offers  here  today. 

Chairman  NuNN.  Well,  I  think  those  kinds  of  things  have  to  be 
made  public.  I  think  that  is  the  only  way  we  can  handle  it.  If  not, 
it  gets  out  of  hand.  I  have  seen  it. 

Mr.  Thomas,  I  will  ask  you  the  same  question. 

Mr.  Thomas.  I  have  personally  never  had  any  pressure  at  all 
from  any  Congressperson.  I  have  heard,  though,  of  some  of  the 
staff,  as  David  alluded  to,  receiving  calls,  and  it  is  always  difficult 
for  them  to  determine  whether  it  is  a  casual  inquiry  on  the  part 
of  a  constituent  or  whether  it  is  putting  real  pressure  on  them  to 
do  something  they  should  not  otherwise  do. 

We  have  had  a  couple  of  instances  where  there  have  been  allega- 
tions made  where  the  staff  has  said  that  they  thought  it  was  inap- 
propriate to  do  something,  Euid  then  when  it  got  to  the  political  ap- 
pointee level,  it  was,  in  fact,  done.  Now,  the  thing  that  is  very  dif- 
ficult for  us  to  determine  is  whether  it  was  done  because  of  politi- 
cal pressure  or  whether  it  was  done  because  the  political  leader 
had  information  that  the  staff  did  not  have,  which  was  not  subse- 
quently explained,  or  what.  We  have  not  had  any  convictions  in 
that  area.  We  have  had  some  investigations,  and  we  have  worked 
with  the  United  States  Attomey^s  Office,  with  them,  but  we  have 
not  had  any  convictions  in  that  area. 

Chairman  NuNN.  Do  you  feel  that  you  have  the  ability  as  an  IG 
to  be  able  to  refer  criminal  matters  that  comes  to  your  attention 
directly  to  the  Justice  Department?  Do  you  believe  an3rthing  im- 
pedes your  ability  to  make  the  proper  referrals  when  you  believe 
it  is  appropriate  in  a  crimingd  case? 

Mr.  Thomas.  Absolutely  nothing.  Absolutely  nothing.  We  have 
open  and  free  access  to  both  the  Department  of  Justice  as  well  as 
the  United  States  attorneys  around  the  country,  and  we  use  that 
every  day. 

Chairman  NuNN.  Do  you  have  enough  staff  to  do  your  job  ade- 
quately, Mr.  Thomas? 

Mr.  Thomas.  No,  we  do  not,  Mr.  ChairmEin.  As  I  indicated,  we 
have  an  inventory  of  800  investigative  cases  ongoing.  We  have  pro- 
grams that  we  have  never  looked  at  since  we  have  been  a  Depart- 
ment, 13  years. 

Chairman  Nunn.  Have  you  ever  audited  any  of  these  contractors 
that  handle  Pell  Grant  applications? 

Mr.  Thomas.  We  have,  in  fact,  done  some  audit  work  on  some 
of  them.  We  do  pre-award  audits  every  time  the  Department  makes 
a  major  contract  award,  and  we  have  identified,  either  directly  or 
indirectly,  issues  dealing  with  some  of  those  contractors.  The  one 
that  Dr.  Longanecker  alluded  to  of  installing  some  controls  a  year 
ago  came  as  a  result  of  an  audit  that  we  did. 
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Where  we  have  found  that — and  this  kind  of  goes  back  to  Mr. 
Cohen's  point  about  having  adequate  controls  in  the  computer  sys- 
tems— we  have  found  that  the  central  processor  was  not  matching 
the  default  list  with  the  application  processing,  and  as  a  con- 
sequence, they  were  awarding  what  we  estimated  to  be  about  $300 
million  a  year — about  200  in  loans,  about  100  in  grants — to  stu- 
dents who  were  already  in  default.  And  so  we  have  done  that  kind 
of  work,  and  as  a  result  of  that  have  been  able  to  get  that  kind  of 
improvement  into  those  systems. 

Chairman  Nunn.  What  are  the  biggest  deficiencies  now  in  your 
ability?  If  you  listed  the  top  3  deficiencies  in  your  ability  to  prop- 
erly perform  your  IG  job,  what  would  they  be? 

Mr.  Thomas.  Resources,  resources,  and  resources  would  be  all 
three  of  them,  I  believe,  Mr.  Chairman. 

Chairman  Nunn.  Well,  the  other  question  is — and  this  is  without 
regard  to  philosophy  about  what  the  Government  should  or  should 
not  do  in  specific  programs.  But  are  we  overwhelming  the  Depart- 
ment of  Education  with  so  many  programs  at  the  same  time  we  are 
cutting  staff  that,  in  effect,  you  cannot  do  the  job? 

Mr.  Thomas.  I  believe  that  you  are.  I  believe  that  10  years  ago 
the  Department  had  120,  130  programs.  It  had  over  6,000  people. 
Today  we  administer  well  over  200  programs  with  about  a  25  per- 
cent cut  in  that  staff  number.  I  think  it  is  admirable  that  Dr. 
Longanecker  feels  that  he  can  continue  to  not  only  do  those  pro- 
grams that  we  already  have  but  expand  upon  them  with  no  addi- 
tional staff.  I  think  it  is  a  tremendous  challenge. 

Chairman  NuNN.  But  you  are  skeptical  of  that? 

Mr.  Thomas.  Absolutely.  I  believe  that  if,  in  fact,  Dr. 
Longanecker  gets  the  additional  600  people  that  he  wants  and  if 
he  hires  the  right  people,  as  all  indications  are  that  he  is  doing, 
then  I  think  they  could  probably  pull  it  off.  It  is  going  to  be  a  very 
difficult  task. 

Chairman  NuNN.  I  have  a  hard  time  seeing  how  you  can  expand 
Government  programs,  which  we  are  doing  with  education  now — 
not  just  the  direct  loan  program  but  many  others  in  the  last  5,  6 
years — and  reduce  dramaticeJly  the  number  of  people  unless  you 
come  up  with  not  only  a  way  to  reinvent  Government  but  also  to 
reinvent  people. 

It  is  very  hard  to  do.  That  is  what  everybody  wants  to  do  around 
here,  is  to  expand  the  programs  and  cut  the  people.  There  is  some- 
thing inconsistent  about  that.  Nobody  wants  to  get  rid  of  a  pro- 
gram. In  some  form,  when  you  get  rid  of  people,  you  have  got  to 
get  rid  of  programs,  too.  I  think  that  is  a  fundamental  fault  that 
we  are  falling  into  here. 

Mr.  Thomas.  It  is  my  opinion,  Mr.  Chairman,  that  what  hap- 
pened in  the  Department  of  Education  is  that  when  it  was  created 
in  1980,  nobody  made  the  fundamental,  basic,  originating  decision 
at  that  point  of  how  many  people  are  needed  to  run  the  programs. 
And  as  a  consequence,  it  started  with  a  base,  and  it  has  been  that 
base  which  has  been  used  ever  since  throughout  the  Department. 
There  have  been  some  ups  and  downs  ever  since  then,  but  it  was 
really  that  inadequate  base  to  start  with  that  has  been  the  down- 
fall, in  my  opinion,  and  many  of  the  problems  that  we  are  talking 


108 

about  today  are  because  of  inadequate  people,  inadequate  money  to 
pay  for  training,  inadequate  money  to  pay  for  travel. 

There  are  people  who  work  for  David  who  will  tell  you  that  we 
cannot  go  monitor  these  contractors,  we  cannot  go  to  this  place  or 
that  place  because  there  is  no  money  to  do  that.  And  I  say  if  you 
cannot  go  and  look  at  these  organizations,  if  you  cannot  go  and  be 
there  and  test  some  of  the  activity,  how  can  you  assure  yourself 
that  the  integrity  of  the  operations  is,  in  fact,  working  properly? 
And  resources,  again,  in  the  form  of  travel  funds,  as  well  as  skill 
and  training,  as  well  as  numbers  of  people,  are  in  my  opinion  a  big, 
big,  big  problem. 

Chairman  Nunn.  Well,  I  appreciate  your  candor,  and  I  think  my 
own  instincts,  based  on  everything  I  have  had  to  do  with  this  Sub- 
committee in  investigating  this,  among  many  other  programs,  is 
that  I  think  you  are  absolutely  right. 

Dr.  Longanecker,  I  know  you  have  a  tough  policy  job,  but  I  think 
one  of  the  jobs  of  policymEikers  is  to  come  to  the  Congress  of  the 
United  States  and  to  the  executive  branch,  0MB,  and  the  whole 
Government  and  say  when  you  are  overloaded  and  basically  say, 
look,  you  have  either  got  to  cut  programs  or  give  us  more  people. 
Mr.  Longanecker.  I  believe  we  are  up  to  the  task,  and  we  are 
going  to  do  the  best  we  can  within  the  resources  that  are  provided 
to  us,  obviously. 

Chairman  NuNN.  But  every  new  employee  in  every  department 

I  have  seen  in  21  years  in  the  Senate  has  said  the  same  thing  you 

have  said  this  morning:  We  are  up  to  the  task;  we  can  do  it;  we 

are  going  to  do  it;  it  is  going  to  be  better;  come  see  us  in  2  years. 

Frankly,  most  of  them  are  gone  in  2  years.  I  hope  you  are  not. 

[Laughter.] 

Mr.  Longanecker.  There  is  a  difference,  see?  This  is  the  best  job 

I  can  get,  so 

[Laughter.] 

Mr.  Longanecker.  So  I  plan  on  being  around  here  for  a  while. 
Chairman  NuNN.  I  do  not  believe  that.  You  are  smart.  I  can  tell 
that.  There  are  a  lot  of  jobs  you  can  get. 

Mr.  Longanecker.  But  I  do  plan  on  being  around  for  a  while, 
and  I  hope  Dick  Riley  has  the  same  feeling.  And  I  think  he  does. 
So  we  are  planning  on  being  here  for  a  while,  long  enough  to  make 
these  improvements  and  be  able  to  come  back  and  be  held  account- 
able to  you  in  that  regard. 

I  would  say  that  if  we  had  more  resources,  we  would  do  more. 
But  we  think  we  can  do  a  good  job  with  the  resources  we  have. 

I  actually  think  part  of  what  you  are  talking  about  is  concern  re- 
garding the  Department's  ability  to  effectively  manage  the  new 
Federal  Direct  Student  Loan  program,  and  I  have  reserved  most  of 
my  comments  today  for  the  Pell  Grant  program  and  for  the  related- 
ness  to  the  direct  student  loan  program.  But,  in  fact,  we  have  had 
a  huge  growth  in  the  number  of  small  programs  that  we  have  to 
operate  with  a  very  substantial  reduction  in  the  staff  available  to 
do  that.  We  have  got  programs  now  where  we  have  no  more  than 
one  person  running  a  single  program.  You  cannot  have  strong  over- 
sight of  those  small  programs.  You  add  a  few  every  year.  The  re- 
sources do  not  come  along  with  that,  and,  in  fact,  you  get  a  slight 
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FTE  reduction  overall.  And  so  pretty  soon  you  are  at  the  point 
where  you  are  not  doing  the  kind  of  oversight  you  would  want. 

We  had  a  competition  this  year  for  one  part  of  the  TRIO  pro- 
gram, for  the  support  services  program,  and  a  lot  of  people  were 
concerned  that  the  peer  review  on  that,  where  we  use  two  review- 
ers instead  of  the  three  we  had  used  in  the  past,  did  not  give  us 
as  strong  a  review  process.  And  they  were  right.  In  that  particular 
area,  that  was  a  function  of  resources,  staff  resources  and  financial 
resources,  available  to  do  that. 

Now,  we  have  had  some  remedy  in  the  current  appropriations 
bill,  but  I  think  the  general  point  that  you  cannot  keep  adding  re- 
sponsibilities, particularly  new  programs,  without  appropriate  over- 
sight. To  some  extent,  in  a  program  like  the  Pell  Grant  program, 
you  can  absorb  additional  students  because  there  are  economies  of 
scale  in  a  large  program.  But  you  cannot  absorb  additional  institu- 
tions and  you  cannot  face  the  kind  of  problems  we  have  been  talk- 
ing about  here  over  the  last  2  days  without  appropriate  oversight 
management. 

Mr.  WURTZ.  Mr.  Chairman,  I  would  like  to  make  a  comment  with 
respect  to  Mr.  Thomas'  statements  regarding  personnel  because  I 
believe  it  ties  into  the  point  that  you  and  other  members  have 
made  regarding  the  idea  of  an  honor  system  and  the  internal  con- 
trols on  this.  Any  time  you  have  an  advance-funding  program  like 
this  and  a  program  which  is,  in  effect,  an  honor  system,  your  pri- 
mary internal  control,  unfortunately,  is  audit.  That  is  normally  not 
what  most  of  us,  as  accountemts  and  auditors,  would  prefer  to  have. 

Again,  we  have  to  balance  that  against  the  access  issue  and  how 
to  get  the  money  out  and  make  it  efficient  for  the  system  as  a 
whole.  But  it  is  very  important  that  we  have  adequate  auditors, 
that  we  actually  get  out  there  and  do  the  audits  that  are  necessary 
that  hopefully  we  can  provide  through  the  systems  that  we  are  de- 
veloping, exception  reporting,  to  be  able  to  pinpoint  where  we 
should  be  putting  our  audit  resources  and  help  the  inspector  gen- 
eral, and  not  only  that  but  our  own  program  review  people,  to  be 
able  to  pinpoint  where  the  problems  are  so  that  we  can  get  to  those 
quicker. 

Chairman  NUNN.  I  think  you  have  got  to  develop  a  system  to 
talk  to  students,  too. 

Mr.  WuRTZ.  Definitely. 

Chairman  Nunn.  In  the  Pell  Grant  program,  you  do  not  get  the 
feedback  that  you  do  in  the  student  loan  program.  The  student 
loan  program,  when  someone  is  compelled  to  pay  back  a  loan  and 
they  did  not  get  an  education,  usually  at  some  point  you  hear  about 
it,  even  if  it  is  too  late. 

Mr.  WuRTZ.  That  is  right. 

Chairman  NuNN.  In  the  Pell  Grant  program,  when  the  money  is 
just  sent  out,  there  is  no  feedback  from  the  students.  You  made 
that  clear,  Mr.  Thomas,  in  your  statement.  I  think  that  is  abso- 
lutely clear.  I  think  we  have  got  to  develop  in  the  Pell  Grant  pro- 
gram some  kind  of  random  interview  method  to  interview  students 
and  determine  if  they,  number  one,  know  that  they  are  getting  a 
Pell  Grant — I  hope  we  do  not  get  so  electronically  sophisticated 
that  people  are  getting  grants  from  the  Federal  Government  and 
never  realizing  it.  But  I  think  that  is  where  we  are,  particularly 
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in  these  cases  we  have  seen  right  now.  So  do  they  know  they  have 
gotten  a  grant,  and,  number  two,  do  they  beUeve  that  they  have 
gotten  a  quaUty  education  or  vocational  training. 

There  has  got  to  be  some  feedback,  and  that  is  the  output  meas- 
ure you  said.  There  is  nothing  here.  I  mean,  the  whole  program  is 
can  you  send  out  checks.  That  is  the  whole  deal. 

Mr.  WURTZ.  Well,  you  have  pointed  out  in  your  examination  the 
idea  of  the  mailbox  drops  that  took  place  in  this  particular  case. 
We  should  be  pinpointing  those  kinds  of  things,  and  we  should  be 
having  investigators  on  the  scene.  We  should  be  having  people  out 
there  who  are  asking  those  questions,  interfacing  with  those  stu- 
dents in  those  situations  that  we  can  pinpoint. 

The  reality  is,  with  7,500  schools,  you  cannot  do  it  in  total,  but 
you  can  do  a  random  sampling  where  we  actually  do  interface  with 
students  exactly  as  you  have  suggested  there. 

Chairman  NUNN.  There  has  got  to  be  something.  This  program 
is — beyond  these  cases,  something  is  badly  amiss  here  when  you  do 
not  really  know  an5Athing,  when  you  measure  the  success  of  a  pro- 
gram only  by  how  many  checks  you  send  out. 

Mr.  LONGANECKER.  I  would  like  to  maintain  the  honor  system  for 
those  institutions  that  are  honorable,  and  we  should  have  better 
ways  of  measuring  which  institutions  those  are.  Then  we  have  got 
some  others  who  we  will  have  as  suspects.  In  fact,  we  have  the 
mechanism  today.  We  have  a  process  called  the  reimbursement 
system  which,  when  an  institution  is  not  performing  up  to  stand- 
ards, up  to  snuff,  we  put  them  on  reimbursement  before  we  elimi- 
nate them  from  the  program. 

Then  I  would  also  like  to  eliminate  the  institutions  from  the  pro- 
gram that  are  not  helping  students  or  that  are  ripping  off  the  sys- 
tem. I  think  we  want  to  do  that  primarily  through  building  quality 
into  the  system,  and  that  is  why  I  am  so  hopeful  and  optimistic 
about  what  the  new  provisions  of  the  reauthorization  act  give  us 
in  the  gatekeeping  functions,  because  I  think  that  is  going  to  help 
us  in  all  three  areas  in  very  substEoitial  ways. 

Chairman  Nunn.  The  one  other  thing  I  would  ask  you  for  the 
record,  Dr.  Longanecker,  is  to  submit  to  us  any  statutory  changes 
you  now  feel  should  be  made. 

Mr.  Longanecker.  We  will  do  so. 

Chairman  NUNN.  You  have  alluded  to  a  couple,  and  you  have 
made  reference.  I  would  like  to  have  a  direct 

Mr.  Longanecker.  We  will  do  so,  and  I  would  like  to  work  close- 
ly with  you  and  your  staff  as  we  continue  these  discussions  about 
where  the  future  of  this  program  goes  and  how  we  develop  the  out- 
come standards  that  will  give  you  the  comfort  that  this  program  is 
working  in  the  fashion  that  it  should  be. 

Chairman  Nunn.  Well,  our  Committee  is  only  investigative.  We 
do  not  initiate  legislation  in  this  Subcommittee  at  all,  but  we  are 
in  the  position  to  recommend.  And  the  people  who  are  on  those 
Committees,  I  have  talked  to  a  number  of  them.  Senator  Pell,  of 
course,  is  very  interested  in  making  corrections.  Senator  Harkin 
has  told  me  that  he  is  very  interested  in  making  corrections,  Sen- 
ator Kennedy  and  many  others  who  are  involved  in  this.  So  I  think 
that  you  will  have  a  receptive  audience  by  a  large  number  of  peo- 
ple. 
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Mr.  LONGANECKER.  I  believe  that  is  true. 

Mr.  Thomas.  Mr.  Chairman,  if  I  may  add  one  point  on  a  couple 
of  issues  relating  to  Mr.  Cohen's  comment  as  well  as  Don  Wurtz, 
and  share  one  case  that  we  recently  had  dealing  with  a  contractor 
who  was  like  a  management  consultant,  who  was  in  the  business 
of  helping  students  apply  for  our  student  grants  particularly,  but 
loans  also.  And  individuals  would  come  into  his  office,  and  they 
would  be  referred  to  him  by  local  high  schools  in  this  particular 
city  where  he  was  located.  And  he  would  help  them  with  the  appli- 
cations and  help  them  falsify  the  applications  to  show  either  inde- 
pendence or  low  income  or  some  other  qualifying  characteristic. 

Over  a  period  of  time,  he  did  this  for  hundreds  and  hundreds  and 
hundreds  of  students.  We  have  identified  500  up  to  the  point  of 
about  $800,000,  dealing  with  75  different  institutions.  And  he 
would  even  have  blank  tax  returns  so  that  once  he  filled  out  the 
student  application  form,  he  would  also  fill  out  a  blank  tax  return 
with  falsified  income  figures  that  supported  the  false  income  data 
on  the  Pell  appHcation.  And  that  would  go  in  and  not  be  ques- 
tioned. 

One  of  the  things  that  surprised  us  was  that  one  of  the  control 
mechanisms — and  I  think  this  gets  to  Mr.  Cohen's  point — is  for  the 
schools  to  do  tests  of  the  paperwork  that  comes  to  them.  And  in 
this  case,  of  75  different  institutions  to  which  this  paperwork  went 
for  different  students,  three  tested  it.  And  it  was  a  result  of  those 
three  that  it  came  to  our  attention. 

So  it  kind  of  indicates  to  me  that  the  system  is  not  working,  even 
as  it  ought  to  work,  even  as  it  is  supposed  to  work  today. 

Chairman  NuNN.  Good  point.  One  final  policy  question  I  have, 
and  that  is,  I  am  informed  that  someone  who  is  on  a  college  ath- 
letic scholarship,  ftill  athletic  scholarship,  is  eligible  for  a  Pell 
Grant.  Is  that  right? 

Mr.  LONGANECKER.  That  is  correct. 

Chairman  NuNN.  And  that  is  by  law,  by  regulation,  or  which  is 
it? 

Mr.  LONGANECKER.  That  is  by  law.  The  Pell  Grant  program  for 
all  student  financial  aid  is  considered  to  be  the  foundation  on 
which  you  build  the  rest  of  the  financial  aid  package  that  students 
need. 

Chairman  Nunn.  I  am  also  told  that  an  active  duty  military  per- 
son who  collects  a  salary  from  the  U.S.  Government,  lives  in  Gov- 
ernment quarters,  eats  in  Government  dining  facilities,  receives 
free  medical  care,  and  has  75  percent  of  the  college  tuition  and  fees 
paid  by  the  military  is  also  eligible  for  a  Pell  Grant.  Is  that  right? 

Mr.  LONGANECKER.  Depending  on  their  income,  that  is  correct. 
The  statute  requires  an  applicant  to  report  salary  as  taxable  in- 
come to  be  used  in  determining  the  expected  family  contribution. 
Furthermore,  the  statute  also  requires  than  any  housing  and/or 
food  allowances  be  reported  as  untaxed  income.  Thus,  the  financial 
benefits  provided  to  active  duty  servicemembers  are  considered  in 
computing  eligibility  for  Pell  Grants.  And  certainly  a  PFC  or  any- 
thing below  about  an  E-3  grade  would  probably 

Chairman  NuNN.  Even  if  the  Government  is  already  paying  75 
percent  of  all  the  tuition? 
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Mr.  LONGANECKER.  That  is  correct,  because  the  Pell  Grant  pro- 
gram provides  the  foundation  for  a  student's  financial  aid  package. 
That  is,  even  if  a  student  receives  aid  from  other  non-HEA  sources, 
including  military  tuition-assistance  programs,  his  or  her  eligibility 
for  a  Pell  Grant  is  not  affected. 

Chairman  NUNN.  That  is  by  statute.  Well,  I  would  like  for  you 
to  review — I  think  this  Department,  your  new  Department  under 
Secretary  Riley,  and  you  and  others  ought  to  review  these  statutes 
and  look  at  it  from  a  policy  point  of  view  and  make  recommenda- 
tions for  changes  if  you  believe  they  are  necessary. 

Mr.  LONGANECKER.  Yes.  I  would  remind  you  that 

Chairman  NuNN.  There  may  be  something  here.  I  do  not  know. 
But,  I  mean,  on  the  face  of  it,  it  does  not  look  right,  particularly 
when  you  have  got  somebody  else  that  is  not  getting  enough  money 
to  be  able  to  go  to  school. 

Mr.  LONGANECKER.  I  actually  understand.  For  the  12  years  prior 
to  coming  to  this  job,  I  worked  at  the  State  level  with  two  State 
agencies,  and  we  essentially  factored  in  Pell  Grants  and  then  re- 
duced our  State  grant  if  others  did  not  come  in.  It  was  sort  of  the 
opposite  approach  to  what  we  use. 

I  think  one  of  the  things  that  we  need  to  keep  in  mind  is  that 
students  face  expenses  other  than  just  their  tuition,  and  so  our  Pell 
Grants  are  basically  designed  to  cover  educational-related  ex- 
penses, including  living  allowances.  So  there  may  be  cases  where 
that  is  legitimate. 

On  the  other  hand,  we  hear  what  you  are  saying,  and  it  is,  again, 
one  of  those  balancing  issues.  I  would  say  in  general  we  have  some 
concern  that  over  the  years  there  has  become  sort  of  a  disconnec- 
tion between  the  values  that  are  reflected  in  our  authorizing  legis- 
lation and  the  financial  realities  of  what  we  face  in  our  programs, 
and  that  that  has  led  to  some  fairly  perverse  outcomes.  That  is 
part  of  why  we  need  to  have  the  substantial  discussions  with  the 
Congress  over  the  next  couple  of  years  about  how  best  to  use  those 
limited  Federal  dollars. 

Chairman  NuNN.  Thank  you  very  much. 

Senator  Cohen. 

Senator  COHEN.  Just  a  couple  of  words,  Mr.  Chairman. 

First,  I  would  like  to  associate  myself  with  what  Senator  Nunn 
has  said  about  the  human  factor.  It  seems  to  me,  as  we  are  racing 
down  this  informational  highway  to  a  world  of  virtual  reality,  that 
the  human  factor  is  being  either  omitted  or  ignored  or  simply  cast 
off.  It  is  ironic  that  we  are  talking  about  putting  more  policemen 
on  the  streets  to  remind  people  that  there  is  something  called  law, 
if  not  order,  and  what  we  need  to  have  is  more  policemen  on  the 
streets  with  respect  to  Federal  programs.  We  need  to  have  more 
police  type  of  activity  in  terms  of  scrutinizing  and  analyzing  and 
even  investigating  and  prosecuting.  That  is  point  No.  1. 

No.  2,  you  mentioned  we  want  to  keep  the  honor  system,  Mr. 
Longanecicer,  for  those  who  are  honorable  or  the  honorable  schools. 
I  hope  you  will  take  into  account  the  fact  that  some  schools  may 
start  out  to  be  quite  honorable  and  over  a  period  of  time  descend 
from  that  high  plateau  into  something  quite  different. 

We  had  one  school,  for  example,  that  started  out  with  a  very 
good  reputation  back  in  the  1980s,  and  yesterday  we  had  some  rev- 
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elations  that  it  has  descended  into  something  quite  different.  So 
just  because  it  has  a  reputation  for  being  honorable  does  not  mean 
it  is  going  to  maintain  that  level  of  honor  over  a  long  period  of 
time.  So  some  review  is  required  even  of  those  who  have  high  rep- 
utations. 

Finally  you  said,  "We  hope  to  do  more."  It  is  just  a  play  on  words 
perhaps,  but  I  hope  you  will  do  better,  not  more,  but  better.  And 
I  say  this  in  the  context  that  Senator  Nunn  and  I  have  had  the 
privilege  and  pleasure  of  serving  on  a  number  of  Committees  to- 
gether, this  one,  the  Armed  Services  Committee,  and  also  the  Intel- 
ligence Committee  during  the  1980s.  What  we  found  during  that 
period  of  time  with  our  intelligence  agencies,  was  that  they  were 
suffering  from  informational  overload.  They  had  too  much  informa- 
tion coming  in.  They  did  not  have  any  analysts.  They  had  all  the 
information  but  we  could  not  tell  us  what  it  meant  because  they 
did  not  have  the  people  to  analyze  it  effectively  and  give  us  a  prod- 
uct sufficient  to  formulate  policy  on. 

It  seems  to  me  you  have  that  problem  but  a  different  problem  as 
well.  You  do  not  have  necessarily  informational  overload.  You  do 
not  have  a  collection  capability.  You  have  a  collection  deficiency,  it 
seems  to  me.  So  where  the  agencies  were  getting  lots  of  informa- 
tion and  they  could  not  analyze  it,  you  are  not  even  getting  lots  of 
good  information.  So  it  is  one  in  which  you  have  got  to  get  better 
information  and  do  better  police  work.  So  when  you  say,  "We  hope 
to  do  more,"  I  hope  you  mean  you  hope  to  do  better. 

Mr.  LONGANECKER.  Your  point  is  well  taken. 

Senator  COHEN.  OK. 

Chairmgui  NuNN.  Thanks,  Senator  Cohen.  I  agree  with  that,  and 
I  appreciate  all  of  you  being  here,  Mr.  Longanecker  and  Mr.  Thom- 
as and  Mr.  Wurtz.  We  appreciate  your  being  here,  and  I  would  ap- 
preciate your  submitting  those  several  different  requests  to  the 
Subcommittee. 

Mr.  Longanecker.  Certainly,  and  thank  you  for  the  opportunity. 

Chairman  NuNN.  Tell  Secretary  Riley  we  look  forward  to  work- 
ing with  him,  and  with  you. 

Mr.  Longanecker.  We  will  do  that. 

Mr.  Thomas.  Thank  you.  Senator. 

Chairman  NuNN.  The  Subcommittee  had  originally  planned 
today  to  call  Rabbi  Michoel  Meisels,  dean  of  Sara  Schenirer  Teach- 
ers Seminary,  and  Rabbi  Simche  Waldman,  administrator  of  Bais 
Fruma,  to  testify  this  morning.  These  individuals  were  subpoenaed 
to  appear  today,  and  we  were  hopeful  they  could  or  would  provide 
valuable  information  to  the  Subcommittee  concerning  their  respec- 
tive schools. 

In  response  to  these  subpoenas,  however,  attorneys  for  both 
Rabbi  Meisels  and  Rabbi  Waldman  informed  the  Subcommittee  in 
writing,  as  well  as  orally,  that  their  clients  would,  if  called  to  tes- 
tify, assert  their  constitutional  privilege  against  self-incrimination 
under  the  Fifth  Amendment  and  refuse  to  answer  £iny  of  the  Sub- 
committee's questions  regarding  the  matters  under  investigation. 

Without  objection,  these  letters  will  be  made  part  of  the  record,  i 


1  Exhibit  No.  24  retained  in  Committee  files;  see  Exhibit  41  on  page  279. 
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Chairman  Nunn.  This  Subcommittee  respects  the  right  of  any  in- 
dividual to  avail  himself  or  herself  of  the  rights  afforded  by  the 
Constitution  of  the  United  States.  At  the  same  time,  we  would 
have  liked  to  have  heard  the  rabbis'  testimony.  We  believe  that 
that  testimony  could  have  assisted  this  Subcommittee  in  better  un- 
derstanding how  these  schools  have  operated  within  the  context  of 
the  Federal  Pell  Grant  program. 

While  individuals  have  every  right  to  take  the  Fifth  Amendment, 
when  all  the  officers  and  directors  of  an  institution  refiise  to  co- 
operate with  a  legitimate  Government  investigation,  I  do  not  be- 
lieve that  institution  has  any  right  to  continue  to  receive  Govern- 
ment funds. 

In  this  regard,  I  would  particularly  note  the  fact  that  George 
Meissner,  the  attorney  for  Rabbi  Waldman,  was  quoted  in  the  press 
following  yesterda/s  hearings  as  stating  that  the  Subcommittee's 
hearing  was  "one-sided"  and,  quoting  him  in  the  story,  "definitely 
not  the  whole  story." 

I  would  agree  with  that.  We  do  not  have  the  whole  story.  Indeed, 
Rabbi  Waldman  and  Rabbi  Meisels  were  subpoenaed  for  the  very 
purpose  of  affording  them  the  opportunity  of  providing  the  other 
side  of  the  story.  In  fact,  following  yesterday's  hearing,  the  Sub- 
committee once  again  contacted  the  attorneys  for  both  Rabbi 
Meisels  and  Rabbi  Waldman  to  ascertain  whether,  in  light  of  the 
staffs  testimony,  their  clients  wished  to  testify.  Unfortunately,  they 
have  chosen  not  to  do  so  but,  rather,  to  assert  their  constitutional 
rights.  Of  course,  that  is  their  privilege. 

We  understand  these  rights,  and  we  respect  them.  We  do  hope 
that  at  some  point  the  rabbis  will  testify  fully  and  truthfully  before 
the  Subcommittee,  and  we  reserve  the  right  to  call  them  and  others 
at  a  later  date.  And  we  may  well  do  so. 

However,  in  light  of  the  representations  provided  to  the  Sub- 
committee by  their  attorneys,  we  have  determined  to  excuse  Rabbi 
Meisels  and  Rabbi  Waldman  from  their  appearances  today. 

I  would  take  further  note  that  we  were  requested  this  morning 
by  Mr.  Leigh  Manasevit  on  behalf  of  the  Council  of  Judaic  Schools, 
first,  to  read  and  then  put  in  the  record  a  letter  dated  October  27, 
1993,  on  behalf  of  the  Council  of  Judaic  Schools. 

I  will  put  this  letter  in  the  record,  i  We  do  not  have  time  to  read 
it  now,  I  will  certainly  make  it  available  to  any  members  of  the 
news  media. 

Chairman  Nunn.  I  would  also  note  the  irony  of  the  fact  that  this 
same  attorney  who  is  now  speaking  on  behalf  of  the  Judaic  School 
organization,  a  number  of  whose  principals  are  not  willing  to  tes- 
tify, would  not  cooperate  in  the  investigation,  took  the  Fifth 
Amendment  during  depositions,  and  again  asserted  their  rights 
here  this  morning,  that  is  the  content  of  that.  But  it  is  ironic,  I 
think,  that  this  same  attorney  who  wants  this  statement  to  be  part 
of  the  record — and  he,  indeed,  asked  that  it  be  read  aloud — was  the 
same  attorney  for  Rabbi  Jacob  Rosenbaum,  who  was  asked  by  this 
Subcommittee  to  be  deposed  on  June  30.  There  was  a  deposition 
taken  of  Rabbi  Jacob  Rosenbaum,  who  was  represented  by  the 


» See  Exhibit  No.  91  on  page  480. 
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same  attorney  here,  Mr.  Leigh  Manasevit,  and  Rabbi  Rosenbaum 
took  the  Fifth  Amendment. 

So  I  find  something  ironic  about  this  whole  series.  Having  gone 
through  many,  many  hearings  where  many  people  took  the  Fifth 
Amendment,  I  have  a  hard  time  reconciling  some  of  this  with  the 
overall  obligation  that  institutions  have  when  they  are  participat- 
ing in  Federal  programs.  But  that  is  our  Constitution,  and  we  will 
respect  those  rights.  And  we  will  reserve  the  right  to  call  any  or 
all  of  these  people  at  a  later  point  in  time. 

I  would  hope  after  the  rabbis  and  their  attorneys  and  the  others 
in  the  community  take  fiill  stock  of  these  hearings  and  think  deep- 
ly about  what  they  have  done  themselves  and  their  obligations  as 
American  citizens  to  basically  cooperate  with  the  Government  of 
the  United  States  in  terms  of  Federal  programs  that  they  are  the 
recipients  of,  I  hope  they  would  reconsider,  and  I  would  hope  that 
at  some  point  they  would  come  in  and  testify  fully  and  truthfully. 

I  would  hope  they  would  also  understand  that  every  dollar  that 
has  been  wasted  in  this  Pell  Grant  program  is  a  dollar  that  cannot 
be  spent  to  help  some  poor  person  who  otherwise  would  not  be  able 
to  go  to  school  or  would  not  be  able  to  complete  their  education  be- 
cause that  is  what  is  happening.  We  do  not  have  an  unlimited 
amount  of  funds,  and  dollars  wasted  here,  as  we  have  seen,  are 
coming  right  out  of  the  pockets  of  some  deserving  individual  who 
may  not  be  able  to  get  a  full  education. 

Senator  Cohen,  I  would  yield  to  you  for  any  statement  you  would 
like  to  make  on  this  if  you  have  any  observations. 

Senator  Cohen.  No,  Mr.  Chairman.  I  have  no  further  statement 
other  than  to  say  I  support  exactly  what  you  have  said.  I  agree 
that  the  Committee  should  not  force  the  individuals  to  come  for- 
ward in  front  of  the  cameras  and  take  the  Fifth  Amendment,  and 
they  have  already  indicated  they  would  do  that.  But  I  must  say 
that  I  find  it  disconcerting  that  anyone  who  is  the  recipient  of  Fed- 
eral money  would  seek  to  either  hinder  the  investigation,  refuse  to 
answer  questions,  refuse  to  cooperate  even  in  the  slightest  degree 
with  either  the  Committee  staff  or  GAO  or  any  of  the  other  Federal 
investigators.  I  find  that  an  intolerable  situation,  if  an  institution 
is  the  recipient  of  a  Federal  grant,  that  institution  can  continue  to 
receive  a  Federal  grant  while  it  is  under  investigation  and  refusing 
to  cooperate,  I  think  that  is  something  we  have  to  pursue  and  rem- 
edy if  we  can. 

I  support  what  you  have  said.  Once  again,  I  know  that  it  has 
been  raised,  this  issue  of  are  we  being  discriminatory,  are  we  sin- 
gling out  some  religious  or  ethnic  group  for  heightened  scrutiny 
well  above  that  we  might  apply  to  any  other  group  or  institutions, 
I  would  like  to  categorically  say  that  is  not  certainly  my  purpose, 
and  I  know  it  is  not  the  Chairman's  purpose.  Over  the  years,  we 
have  looked  at  every  conceivable  area  that  we  can,  a  wide  spectrum 
of  areas  of  abuse,  waste  and  fraud.  And  that  is  the  maindate  of  this 
particular  Committee,  and  we  are  not  singling  out  any  group  by 
ethnicity  or  religious  affiliation.  We  want  to  find  fraud  wherever  it 
is  and  attack  it  wherever  it  is.  To  that  extent,  Mr.  Chairman,  I 
think  you  have  carried  the  hearings  out  with  fairness  and  equity. 

Chairman  NlMN.  Thank  you.  Senator  Cohen.  I  would  certainly 
WEuit  to  consult  with  members  of  the  Subcommittee  before  doing 
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this,  one  of  the  matters  we  consider  in  this  Committee,  and  I  would 
want  the  people  who  refuse  to  cooperate  in  this  investigation  to  un- 
derstand this.  We  have  the  power  as  a  Committee  to  grant  immu- 
nity and  to  compel  testimony.  And  we  have  the  authority,  if  that 
testimony  is  not  forthcoming,  under  compulsion  after  immunity  has 
been  granted,  to  enforce  that  through  either  criminal  or  civil  con- 
tempt. I  am  not  making  that  as  a  threat  because  those  are  the 
things  we  go  into  very  carefully,  and  we  do  so  only  after  delibera- 
tions with  other  members  and  only  when  we  think  the  information 
is  of  such  high  value  to  the  legislative  purpose  that  it  warrants 
that  kind  of  unusual  procedure,  but  we  do  have  that  authority.  I 
think  people  ought  to  bear  that  in  mind.  We,  in  fact,  have  done 
that. 

On  another  note,  we  do  have  cooperation  and  we  have  had  full 
cooperation  from  Molloy  College.  And  we  do  not  agree  with  every- 
thing in  that  college's  program,  and  we  have  made  that  clear.  But 
I  want  to  thank  the  witnesses  that  are  appearing  here  this  morn- 
ing for  being  willing  to  appear,  not  only  for  being  willing  to  appear 
but  for  having  cooperated  fully  with  our  investigation.  I  believe  Sis- 
ter Janet  Fitzgerald,  the  president  of  Molloy  College,  is  going  to 
testify. 

If  there  is  anyone  else  that  is  going  to  testify  here  this  morning, 
then  I  would  ask  each  of  you  to  hold  up  your  right  hand  and  I  will 
give  you  the  oath. 

Is  this  an  attorney? 

Mr.  SCHURE.  Yes,  Mr.  Chairman. 

Chairman  NUNN.  Maybe  you  could  introduce  yourself  and  the 
people  you  are  representing  here  this  morning  and  tell  us  who  is 
going  to  testify  and  then  we  will  swear  those  witnesses  in. 

Mr.  SCHURE.  Yes,  sir.  I  am  Richard  J.  Schure,  the  firm  of  Ben- 
nett, Pape,  Rice  &  Schure  in  Rockville  Centre,  New  York,  which  is 
the  home  of  Molloy  College.  On  my  immediate  left  is  Sister  Janet 
Fitzgerald,  the  president  of  the  college;  and  on  her  left  is  Sister  Pa- 
tricia Morris,  who  is  the  vice  president  of  academic  affairs. 

Chairman  NuNN.  Good.  Now,  will  both  Sisters  be  testifying  this 
morning? 

Mr.  Schure.  Yes,  they  will,  Mr.  Chairman. 

Chairman  Nunn.  All  right.  If  both  of  you  would  hold  up  your 
right  hands,  I  will  give  you  the  oath.  Do  you  swear  the  testimony 
you  give  before  the  Subcommittee  will  be  the  truth,  the  whole 
truth,  and  nothing  but  the  truth,  so  help  you  God? 

Sister  Fitzgerald.  I  do. 

Sister  Morris.  I  do. 

Chairman  NuNN.  Thank  you. 

Mr.  Schure.  Mr.  Chairman,  may  I  say  a  few  words  before  they 
submit  their  statement? 

Chairman  Nunn.  Yes.  Could  I  get  the  speUing  on  your  name,  last 
n£une? 

Mr.  Schure.  Yes.  It  is  Richard  Schure,  S-c-h-u-r-e. 

Chairman  NuNN.  Yes,  sir. 

Mr.  Schure.  I  just  wanted  to  say  that  it  is  a  source  of  some  dis- 
tress to  Molloy 

Chairman  NuNN.  Mr.  Schure,  you  are  speaking  as  an  attorney 
here  now.  If  you  are  going  to  testify 


117 

Mr.  SCHURE.  I  £im  not  testifying,  Mr.  Chairman. 

Chairman  NUNN.  All  right. 

Mr.  SCHURE.  I  just  wanted  to  say  that  Molloy  College  has  been 
put  on  the  same  panel  with  those  who  have  defied  subpoenas,  those 
who  have  maybe  destroyed  records,  those  who  have  left  the  coun- 
try, those  who  have  not  cooperated.  And  if  you  are  judged  by  the 
company  you  keep,  we  find  that  very  difficult  to  accept. 

Molloy  College  is  fully  accredited.  It  is  licensed.  It  is  eligible  for 
the  program.  And  they  have  always  been  cooperative  with  your 
staff.  And  Sister  Janet  Fitzgerald  would  now  like  to  give  her  state- 
ment. But  I  just  wanted  to  point  out  that  we  did  receive  the  staff 
report  yesterday,  and  we  find  significant  disagreement  with  it.  But 
I  will  let  Sister  Janet  Fitzgerald  give  her  statement. 

Chairman  NuNN.  Thank  you,  sir.  And  I  would  agree  with  you 
that  you  should  not  in  any  way  be  associated  with  those  who  have 
not  cooperated  because  you  have  cooperated.  Both  Sisters  have  and 
the  people  at  your  school  have.  I  tried  to  make  that  very  clear  yes- 
terday, said  it  on  several  occasions,  and  I  have  said  it  again  this 
morning.  And  I  will  again  stipulate  that  Molloy  College  has  com- 
pletely and  fully  cooperated  with  our  investigation,  and  we  appre- 
ciate your  being  here  this  morning. 

Actually,  you  are  not  on  the  same  panel.  In  the  same  panel,  we 
would  have  people  all  at  the  same  table.  But  we  just  have  2  days 
of  hearings,  so  this  was  the  day  that  we  really  had  to  call  you. 

Let  me  give  a  couple  of  words  of  introduction  here.  Our  witness 
this  morning  is  Sister  Janet  Fitzgerald,  the  president  of  Molloy 
College.  Molloy  College  is  a  traditional  college  which  offers  associ- 
ate degree  and  bachelor's  degree  and  master's  degree  programs.  In 
1987,  this  private  school  entered  into  agreements  with  outside 
groups  to  have  a  Molloy  associate's  degree  program  offered  to  re- 
cent immigrant  students  at  off-site  locations  in  New  York  City,  and 
that  was  the  scope  of  our  investigation. 

Sister  Janet  Fitzgerald,  we  welcome  you  this  morning.  We  would 
be  glad  to  have  your  testimony. 

TESTIMONY  OF  SISTER  JANET  FITZGERALD,i  PRESIDENT, 
MOLLOY  COLLEGE,  ROCKVILLE  CENTRE,  LONG  ISLAND, 
NEW  YORK,  ACCOMPANIED  BY  SISTER  PATRICIA  MORRIS, 
VICE  PRESIDENT  OF  ACADEMIC  AFFAIRS;  AND  RICHARD  J. 
SCHURE,  ESQUIRE 

Sister  Fitzgerald.  Thank  you,  Senator  Nunn. 

Senator  Nunn,  Senator  Cohen,  £ind  staff  of  the  Permanent  Sub- 
committee on  Investigations,  it  is  an  honor  for  me  to  be  allowed  the 
privilege  to  address  you  briefly  today  on  a  matter  of  extreme  im- 
portance— not  only  to  all  Americans  but  to  Molloy  College,  Rock- 
ville  Centre,  New  York.  I  have  provided  you  with  copies  of  my  own 
vita  and  that  of  Sister  Patricia  Morris,  the  academic  vice  president 
of  Molloy  College.  I  do  that  to  take  none  of  the  precious  time  al- 
lowed to  me  this  morning,  but  I  would  like  to  call  to  your  attention 
some  very  important  personal  facts. 

I  have  been  a  Sister  of  St.  Dominic  for  40  years  and  have  taught 
and  ministered  in  the  field  of  education  for  38  of  them.  I  £mi  from 


'  The  prepared  statement  of  Sister  Fitzgerald  appears  on  page  229. 
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Queens,  New  York  City,  have  taught  in  Queens,  Brooklyn,  and 
Long  Island  on  all  levels  of  education,  from  second  grade  to  college. 
This  is  my  25th  year  at  Molloy  College  and  my  21st  year  as  its 
president. 

Dr.  Patricia  Morris  is  a  Dominican  Sister  for  39  years — she  is  a 
youngster — an  educator  for  40  years,  a  professor  at  Molloy  College 
for  24  years,  and  academic  vice  president  for  13  years. 

Sister  Patricia  Morris  and  I  are  Sisters,  yes.  We  have  dedicated 
our  lives  to  God  and  to  others.  We  did  not  become  religious  with 
a  vow  of  poverty  to  become  wealthy,  famous,  or  to  become  a  presi- 
dent or  vice  president  of  a  college.  Nevertheless,  we  are  experi- 
enced, knowledgeable,  respected,  and  dedicated  educators.  My  point 
is  we  are  experienced  in  the  administration  of  a  college. 

Molloy  College  is  known  throughout  the  metropolitan  area  and, 
I  dare  say,  in  the  United  States  and  many  foreign  countries, 
thanks  to  our  faculty,  administration,  and  alumni  who  have  served 
in  various  professions  throughout  the  United  States  and  the  world. 

Nurses  who  have  graduated  from  Molloy  College  served  honor- 
ably in  the  Persian  Gulf,  and  our  graduates  also  have  served  in  the 
poorest  regions  of  the  world.  In  hospitals  and  schools  from  New 
York  to  California,  Molloy  College  professionals  are  now  laboring  to 
serve  their  fellow  human  beings. 

Molloy  College  is  young  by  college  standards.  It  is  a  mere  38 
years  old.  Molloy  College  is  relatively  small.  Our  record  enrollment 
on  campus  for  this  year  is  slightly  over  2,000  undergraduates  and 
graduates.  All  are  commuters  and  many  of  them,  I  would  say  90 
percent  or  so,  work  at  part-time  or  full-time  jobs.  Our  college  does 
not  have  a  large  endowment,  but  it  is  an  asset  to  the  country  and 
the  world.  Our  alumni  and  students,  the  people  whom  we  have 
touched,  inspired,  and  taught,  will  attest  to  this. 

This  is  why  today  I  must  be  very  frank,  perhaps  at  times  even 
passionate  in  my  short  time  with  you.  I  hope  that  you  understand 
that  the  very  existence  of  Molloy  College  is  at  stake. 

Personally,  I  am  astounded,  appalled,  and  justifiably  angry  at 
the  events  that  have  led  to  my  presence  here.  At  the  events,  not 
the  people  here.  Before  I  begin  the  chronology  of  these  events,  let 
me  say  that  as  a  Sister,  an  American,  a  philosopher  and  teacher 
of  morals,  I  have  the  utmost  respect  for  the  law.  In  my  philosophy 
classes,  I  often  include  the  responsibilities  of  citizenship  as  well  as 
the  rights  of  each  hum£in  being. 

The  motto  of  the  Dominican  Order  is  '"Veritas"— "Truth."  Every 
Dominican  has  a  passion  for  truth.  I  continuously  emphasize  to  my 
students  the  urgent  duty,  even  in  the  smallest  things,  to  speak  the 
truth,  to  live  up  to  one's  word,  to  honor  any  contract.  Not  only  are 
these  maxims  of  the  Natural  Law  accessible  to  all  reasonable 
human  persons,  but  they  form  the  very  basis  of  society  and  coun- 
try. To  violate  truth  leads  to  the  downfall  of  justice,  our  court  sys- 
tem, our  very  Nation  itself 

With  these  preliminaries  over,  let  us  proceed  to  the  events  that 
have  led  to  my  presence  here  today.  Molloy  College  has  supplied 
the  U.S.  Department  of  Education,  the  U.S.  Department  of  Justice, 
the  New  York  State  Department  of  Education,  the  New  York  State 
Comptroller's  Office,  and  this  Committee  with  all  the  documents 
and  information  requested — and,  I  may  add,  at  great  expense. 
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A  summary  of  the  case:  Molloy  College  was  brought  into  this  in- 
vestigation because  of  alleged  abuses  and  mismanagement  of  funds 
on  the  part  of  one  or  several  of  our  off-site  educational  directors. 
If  these  allegations  are  true,  Molloy  College  did  not  know  of  them 
and  had  no  part  in  them.  The  contracts  with  our  off-site  directors 
are  legally  sound  and  spell  out  very  clearly  the  responsibilities  of 
the  college  and  the  off-site  directors.  I  append  a  sample  of  this  con- 
tract, although  we  have  already  provided  this  to  your  investigators. 
Let  me  State  some  important  aspects  of  these  contracts. 

Molloy  College  has  complete  control  and  responsibility  for  the 
academic  and  educational  aspects  of  the  program.  We  approve  all 
adjunct  teaching  faculty.  Course  outlines  have  to  be  the  same  as 
those  utilized  on  campus.  The  academic  vice  president  has  the  re- 
sumes of  all  adjunct  faculty  and  personally  visited  and  evaluated 
the  off-sites.  The  off-site  entities,  on  the  other  hand,  had  the  con- 
tractual responsibility  of  providing  appropriate  classrooms,  lecture 
halls  and  other  facilities,  utilities,  custodial  and  maintenance,  in- 
surance, transportation  service  and  cultural  enrichment  programs. 
It  is  Attachment  B  of  the  contract. 

Any  advertising  that  the  off-site  directors  distributed  had  to  be 
approved  by  Sister  Patricia  Morris  for  accuracy  and  honesty.  All  fi- 
nancial aid  forms  and  checks  were  under  the  supervision  of  our 
vice  president  for  business  affairs  and  his  administrators  in  the 
Student  Financial  Aid  Department. 

Molloy  College,  upon  receipt  of  the  Pell  Grant  and  New  York 
State  Tuition  Assistance  Program  (TAP)  checks  for  the  students, 
originally  retained  $550,  from  the  total  of  the  two,  per  student  per 
semester  for  administrative  costs  and  partial  tuition.  This  was 
later  raised  to  $750  per  semester.  The  balance  of  the  Pell  Grant 
and  New  York  State  TAP  checks  were  forwarded  to  the  off-site  en- 
tities to  provide  the  services  set  forth  in  the  contract.  The  students 
enrolled  in  these  programs  were  expected  to  pay  all  tuition  and 
fees  from  all  sources  reasonably  available  to  them,  including  but 
not  limited  to  personal  and  family  resources  and  such  financial  as- 
sistance to  which  they  might  be  entitled  by  Government  formula. 

As  stated  contractually,  the  off-site  entities  were  to  provide 
through  "institutional  aid"  from  their  operational  budgets— their 
operational  budgets — to  cover  any  balance  of  the  student's  tuition. 
For  the  year  1991-92,  the  tuition  for  all  Molloy  College  students 
was  $3,900  a  semester.  That  is  the  contract.  Attachment  C.  That 
is  the  particular  year  that  that  sample  contract  was  drawn  up.  If 
any  tuition  balance  were  to  be  paid  by  the  student,  it  was  to  be 
paid  to  Molloy  College  and  not  to  the  site  entities.  If  there  were 
abuses  in  the  program,  we  knew  nothing  about  them  at  the  time 
and,  of  course,  had  no  part  in  them.  If  we  had  had  even  a  hint  of 
any  wrongdoing,  we  would  have  taken  action  immediately.  Our  ac- 
tions when  any  academic  or  educational  impropriety  came  to  our 
notice  testify  to  this.  For  example,  just  one,  you  should  be  aware 
that  Sister  Patricia  Morris  had  demanded  the  removal  of  an  off-site 
director  for  curriculum  mismanagement. 

Also,  if  I  can  just  add  this,  last  fall  when  we  received  the  prelimi- 
nary enrollment  for  the  on-campus  and  these  off-sites— and  I  saw 
the  numbers  that  were  enrolled  in  the  off-site — my  vice  presidents 
and  my  board  of  trustees  can  tell  you  that  I  got  very  firm  and  I 
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said  under  no  conditions  can  we  ever,  ever  have  the  number  of  stu- 
dents on  off-sites  equal  or  surpass  the  number  of  students  here. 
And  we  began  to  deHberately  plan  to  phase  this  number  down. 

Chronology  of  the  off-site  classes:  Molloy  College  was  brought 
into  this  investigation  because  we  allowed  students  legitimately  en- 
rolled to  pursue  an  associate  of  arts  degree  program  while  attend- 
ing classes  primarily  at  off-sites  in  Brooklyn  and  Queens.  Most  of 
these  students  were  Russian  Jewish  immigrants,  but  there  were 
also  approximately  1,000  blacks,  Latinos,  Pakistanis,  and  other  mi- 
nority groups. 

We  did  not  create  the  idea  of  the  program.  Indeed,  we  did  not 
even  know  of  the  need  for  such  a  one.  In  1987,  Sister  Patricia  Mor- 
ris was  approached  by  Rabbi  Joseph  Gelman.  He  requested  that 
Molloy  College  enter  into  an  arrangement  with  his  organization  to 
fill  a  desperate  need  on  the  part  of  the  Russian  immigrants  for  an 
opportunity  to  obtain  an  American  education. 

You  may  ask,  why  would  Molloy  College  enter  into  such  an  ar- 
rangement? Our  response  is  clear.  The  Federal  Government,  New 
York  State,  all  of  the  accrediting  agencies  that  have  accredited  us, 
all  were  urging  American  colleges  and  universities  to  do  more  for 
minorities  and  immigrants.  Molloy  College  responded  with  an  in- 
creased recruitment  plan  for  minorities  from  Long  Island  to  reg- 
ister for  on-campus  classes.  The  request  of  Rabbi  Gelman  to  assist 
in  educating  Russian  Jewish  immigrants  provided  Molloy  College 
with  another  opportunity  to  accomplish  its  mission  and  fulfill  its 
responsibility.  This  is  the  truth.  At  no  time  did  we  enter  this  ven- 
ture for  reasons  of  financial  gain.  At  no  time  did  we  ever  recruit 
students. 

The  program  started  in  1987  with  40  students  at  2  sites  in 
Queens:  Far  Rockaway  and  Forest  Hills.  Under  the  New  York 
State  Education  Regulations,  a  college  could  allow  such  classes  at 
off-sites  toward  an  approved  registered  degree  program  without 
any  permission  from  the  State  Education  Department.  Sister  Patri- 
cia Morris  can  tell  you  the  exact  definition  of  an  off-site,  but  the 
most  students  you  can  have  in  one  site  is  43.  So  it  is  approximately 
a  classroom,  the  size  of  a  classroom. 

In  1989  and  regularly  as  the  program  developed — that  is  since 
the  beginning,  now — we  forwarded  the  curriculum  to  the  New  York 
State  Department  of  Education,  together  with  copies  of  our  con- 
tracts with  the  sites.  We  also  reported  the  program  annually  to  the 
Middle  States  Association  in  our  annual  report,  and  that  is  our 
major  accrediting  entity. 

In  August  1989,  in  response  to  an  inquiry  for  information  from 
Dr.  Denis  Paul  of  the  New  York  State  Education  Department,  addi- 
tional information  was  forwarded  to  his  office.  Thereafter,  on  De- 
cember 7,  1989,  Dr.  Paul  wrote  to  the  college  and  stated  that  "our 
letter  helped  clarify  the  general  characteristics  of  the  relationship." 

With  the  increased  flow  of  immigrsuits,  especially  Soviet  Jews 
from  the  former  Soviet  Union,  to  New  York  City,  the  program  con- 
tinued to  grow  and  the  number  of  sites  increased.  I  think  this  next 
point  is  important.  In  order  to  ensure  our  control,  our  educational 
control  over  the  program,  we  asked  the  State  Education  Depart- 
ment in  1990  for  approval  to  establish  four  extension  centers. 
Again,  Sister  Pat  can  give  you  the  exact  definition,  but  they  allow 
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more  students  than  just  43.  They  allow  consolidation,  more  or  less 
centralization. 

In  view  of  the  fact  that  our  vice  president  of  academic  affairs  and 
members  of  the  faculty  and  administration  were  visiting  the  sites 
in  a  supervisory  capacity,  it  seemed  prudent  that  centralization 
would  increase  our  ability  to  assure  the  fulfillment  of  our  edu- 
cational responsibility. 

We  were  informed  by  the  State  Education  Department  at  first 
that  there  were  "no  forms"  available  for  the  establishment  of  exten- 
sion centers,  but  that  we  should  write  a  letter  requesting  these  cen- 
ters. Accordingly,  on  November  19,  1990,  I  wrote  to  the  State  Edu- 
cation Department  to  request  the  establishment  of  the  extension 
centers.  Several  days  later,  we  were  informed  that  certain  forms 
were,  in  fact,  available  and  should  be  submitted.  Since  that  time, 
for  3  years,  we  have  been  attempting  to  satisfy  the  requirements 
of  the  New  York  State  Education  Department  with  regard  to  our 
proposal  to  establish  extension  centers  and  to  receive  a  reply.  We 
were  advised  as  recently  as  March  1993  that  the  request  is  being 
"currently  reviewed." 

In  April  1993,  Sister  Pat  Morris  and  I  went  to  the  State  Edu- 
cation Department  to  try  to  discuss  the  matter  and  to  get  the 
whole  question  moved. 

In  1993,  the  college  became  aware  that  there  were  some  ques- 
tions concerning  the  "eligibilit}^' — the  academic  eligibility,  now — of 
the  program,  the  associate  of  arts  degree.  Two  audits  were  con- 
ducted early  in  1993,  one  by  the  U.S.  Department  of  Education  and 
the  other  by  the  New  York  State  Comptroller's  Office.  We  believe 
that  these  audits  were  a  result  of  the  ongoing  investigation  by  this 
Committee.  Both  groups  of  auditors  inspected  records  of  students 
primarily  attending  classes  at  off-site  locations.  The  New  York 
State  auditors  remained  in  the  college  for  approximately  5  weeks. 
The  U.S.  Department  of  Education,  having  never  criticized  our  pro- 
gram— and  I  can  underst£ind  that — made  a  perfunctory  visit  to  the 
campus  during  which  time  they  photocopied  records  of  students  at 
off-site  programs,  so  much  so  that  Sister  Pat's  copying  machine 
was  overused  and  had  to  be  repaired. 

An  issue  raised  in  both  audits  was  the  "full-time"  status  of  the 
students.  The  college  believed  that  since  the  regulations  of  the 
State  Education  Department  set  a  minimum  of  12  credit  hours  per 
semester  for  a  full-time  student,  and  since  our  associate  of  arts  de- 
gree program  at  the  off-sites  did,  indeed,  require  12  credit  hours 
per  student,  the  "full-time"  question  had  been  resolved. 

Then  both  State  and  Federal  auditors  began  to  question  the  New 
York  State  Education  Department  about  the  academic  "eligibility" 
of  the  program.  Upon  requests  from  the  State  Education  Depart- 
ment, we  provided  them  with  all  the  documentation  necessary  to 
show  that,  indeed,  the  program  was  educationally  sound  and  ade- 
quately supervised.  Differences  in  the  curriculum  from  that  offered 
on  campus  were  not  substantial,  and  the  special  provisions  made 
for  the  off-campus  students  were  similar  to  provisions  made  for  on- 
campus  students  who  have  had  particular  learning  problems.  In 
the  case  of  the  Russian  Jewish  immigrguits,  it  was  a  language  prob- 
lem. Thus,  English  as  a  Foreign  Language  was  recommended  by 
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the  vice  president  for  academic  affairs  in  accordance  with  the  New 
York  State  Commissioner's  Regulations. 

Another  question  raised  by  the  auditors  was  the  number  of  se- 
mesters required  to  complete  the  progrgim  off-site.  The  Satisfactory 
Academic  Progress  Standards  adopted  by  New  York  State  permit 
the  completion  of  the  associate  of  arts  degree  in  5  years.  The  Fed- 
eral Government  Satisfactory  Academic  Progress  Standards  allow 
3  years  to  complete  the  associate  of  arts  degree.  It  is  a  well-known 
fact  to  educators  that  students  with  special  difficulties  often  re- 
quire 3  to  5  years  to  complete  the  associate  of  arts  degree.  Yet  the 
State  Education  Department  determined  on  July  19,  1993,  that  the 
program  offered  off-site  was  substantially  different  from  the  reg- 
istered program  approved  for  the  college  in  1976.  Three  major  rea- 
son were  cited: 

One,  lack  of  proper  supervision.  Ironically,  as  I  stated  previously, 
our  efforts  to  centralize  the  students  were  thwarted  by  the  New 
York  State  Education  bureaucracy. 

Two,  our  off-site  program  required  3  years  for  the  associate  de- 
gree instead  of  the  so-called  "normal"  2  to  complete. 

Three,  there  were  three  additional  courses  recommended  by  our 
vice  president  for  academic  affairs. 

Criticism  by  Albany  about  academic  supervision  and  the  curricu- 
lum ignored  the  fact  that  the  college  had,  since  1989,  consistently 
forwarded  the  curricula  and  had  reported  details  of  the  program 
not  only  to  the  New  York  State  Education  Department  but  to  the 
New  York  State  Board  of  Regents  as  part  of  the  Master  Plan  proc- 
ess in  New  York  State,  to  the  Middle  States  Association,  and  to  the 
Higher  Education  Service  Corporation,  HESC,  through  the  £uinual 
Higher  Education  General  Information  Systems  (HEGIS)  Reports. 
We  received  no  criticism  until  July  19,  1993. 

At  our  request — at  our  request — after  the  July  19  letter  was  re- 
ceived, members  of  the  Molloy  College  administration  and  the 
chairman  of  the  board  met  in  Albany  with  Dr.  Donald  Nolan,  Dep- 
uty Commissioner,  and  his  staff  on  July  29,  1993.  We  subsequent!)* 
submitted  additional  documentation  to  Dr.  Nolan  in  order  to  satisf) 
whatever  requirements  there  may  be  to  save  the  program.  On  Au- 
gust 2,  1993,  4  days  later.  Dr.  Nolan  requested  that  the  program 
be  terminated  at  the  off-campus  sites.  Molloy  College  complied  with 
an  immediate  suspension  of  the  program  at  all  sites. 

On  September  30,  1993,  Dr.  Noleui  wrote  to  Molloy  College  anc 
advised  us  that  the  program  which  we  had  been  offering  off  cam- 
pus was  not  "eligible"  retroactively  for  student  financial  aid  for  the 
reasons  stated  above,  notwithstanding  the  fact  that  previously 
awarded  degrees  were  deemed  valid.  The  effect  of  that  letter  is  dev- 
astating to  Molloy  College  and  threatens  its  very  existence.  The  im- 
mediate impact  is  as  follows: 

One,  the  U.S.  Department  of  Education,  having  received  Dr. 
Nolan's  letter,  has  advised  the  college  that  all  title  fV  grants  since 
1988,  approximately  $7  million,  are  now  deemed  institutional  li- 
abilities. Molloy  College  retained  only  a  small  amount  of  these 
funds. 

Two,  the  New  York  State  Comptroller's  Office  had  previously  ad- 
vised us  that  if  the  program  were  "not  eligible,"  the  college  would 
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be   liable   for  upwards   of  $10  million  of  New  York  State  TAP 
awards. 

Summary:  Molloy  College  has  fulfilled  completely  its  contractual 
obligations  to  our  students  at  off-site  locations.  We  have  provided 
them  with  a  sound  education  and  had  complete  control  and  respon- 
sibility for  the  academic  and  educational  aspects  of  the  program. 
We  kept  complete  financial  aid  records,  academic  records,  and  eval- 
uated the  faculty  through  our  vice  president  of  academic  affairs 
who  personally  visited  the  sites  and  evaluated  the  curriculum,  fac- 
ulty, and  progress  and  educational  needs  of  the  students.  Unfortu- 
nately, our  attempts  for  better  control  and  supervision  were 
thwarted  by  the  New  York  State  Education  Department. 

Although  Molloy  College  has  reported  and  regularly  commu- 
nicated with  the  New  York  State  Education  Department,  we  never 
received  a  hint  that  there  was  any  problem  with  the  off-site  pro- 
gram until  this  year.  Yet  we  now  have  evidence  that  there  were  in- 
ternal memoranda  in  the  State  Education  Department  regarding 
questions  of  the  eligibility  of  the  program  as  early  as  1990.  These 
questions  and  reservations  were  never  made  known  to  Molloy  Col- 
lege. If  they  had,  beheve  me,  the  college  would  have  taken  imme- 
diate action  at  a  time  when  the  number  of  students  in  the  sites 
was  very  few. 

Molloy  College  has  also  fully  cooperated  with  the  State  and  Fed- 
eral authorities.  All  the  student  academic  and  financial  records  as- 
sociated with  the  off-site  program  have  also  been  made  available 
to  the  U.S.  Department  of  Justice. 

Molloy  College  has  always  acted  professionally,  ethically,  and  in 
good  faith.  We  have  no  evidence  that  the  off-site  entities  may  have 
acted  differently.  If  any  New  York  State  or  Federal  agency  had  ad- 
vised us  of  a  legitimate  objection  to  our  off-site  programs,  we  would 
have  remedied  the  problem,  if  possible.  If  not,  we  would  have  ter- 
minated our  contracts  immediately.  We  did  suspend  the  entire  pro- 
gram this  August  and  most  likely  will  not  resume  it. 

We  are  confident  that  the  educational  results  of  the  program 
were  good  ones.  Tangible  proof  of  this  exists  in  the  great  success 
of  our  Russian  Jewish  graduates  who,  as  a  direct  result  of  our  rep- 
utation at  the  off-sites— they  were  not  in  the  associate  of  arts  de- 
gree program  at  the  off-sites,  but  as  a  direct  result  of  our  presence 
there,  studied  on  campus  for  a  bachelor's  degree  in  nursing.  Every 
one  of  them  passed  their  R.N.  licensing  examination  on  their  first 
try.  The  first  group  graduated  last  year,  and  they  are  now  working 
in  hospitals  such  as  New  York  Medical  Center,  Cornell  University, 
and  hospitals  in  the  city. 

Chairman  NuNN.  Sister,  those  were  all  that  studied  on  campus? 
Sister  Fitzgerald.  On  campus.  We  insisted  that  they  come  to 
campus.  We  got  requests  from  the  Russian  Jewish  community  to 
please,  you  know,  give  these  students  some  way  that  they  can  get 
their  degree  and  licensing  in  nursing.  And  we  insisted  not  on  the 
off-sites.  It  just  could  not  be  done.  They  had  to  come  to  campus. 
So  they  were  bussed  in  from  Brooklyn,  mostly  Brooklyn,  the  last 
3  years,  I  think.  Their  first  year  they  had  to  take  English  as  a  For- 
eign Language,  but  we  did  register  that  program,  after  about  a 
year  or  two,  as  a  new  program  in  Albany  because,  well,  we  felt  we 
were  accelerating  them.  So  I  think  this  speaks  for  our  academic  in- 
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tegrity.  I  mean,  we  would  have  registered  the  other  one,  you  know, 
if  we  thought  there  was  any  problem,  and  here  one  that  was  on 
campus  and  was  accelerated  on  campus,  we  did,  you  know,  register 
that  as  a  new  program.  But  it  has  been  successful.  But  that  is  an 
offshoot  of,  as  they  say,  the  off-sites. 

There  is  a  great  need  on  the  part  of  minorities  and  immigrants 
to  have  access  to  postsecondary  education.  The  Pell  Grants  do 
make  this  possible.  It  is  my  hope  that  some  ways  will  be  found  that 
will  enable  students  such  as  many  of  ours  at  the  off-sites  to  receive 
their  education  to  improve  their  standard  of  living,  to  enable  them 
to  obtain  suitable  employment,  and  to  become  good  citizens. 

MoUoy  College  is  a  respected  institution  of  higher  learning  and 
should  be  encouraged  and  praised  for  the  quality  of  education  that 
is  its  hallmark  rather  than  be  penalized  for  it.  If  this  Committee 
can  do  anything  at  all  to  remedy  the  injustice  that  has  been  done 
to  the  college,  I  urge  you  to  do  so.  For  our  part,  we  shall  continue 
to  assist  your  Committee  and  the  Federal  Government  and  New 
York  State  in  their  ongoing  investigations.  I  thank  you  most  sin- 
cerely for  the  opportunity  to  present  our  case  personally. 

Chairman  NUNN.  Thank  you  very  much.  Sister  Fitzgerald. 

Let  me  just  say  at  the  outset  that,  again,  I  appreciate  your  being 
here,  and  we  appreciate  your  cooperation. 

Sister  Fitzgerald.  Thank  you. 

Chairman  NuNN.  What  we  are  concerned  about,  and  I  am  sure 
you  are  concerned  about,  is  the  education  of  students.  And  I  am 
sure  you  share  in  that  because  you  have  been  in  that  business  for 
a  long  time,  and  your  college  is  a  well-respected  college  with  a  rep- 
utable kind  of  overall  educational  reputation.  I  think  that  the  dif- 
ficulty we  have  here  is  because  we,  at  least  I  feel  that  your  reputa- 
tion has  been  used  by  those  who  do  not  have  the  same  motives  to- 
ward educating  students  as  you  do. 

Sister  Fitzgerald.  It  may  be.  It  may  be  even  abused. 

Chairman  NuNN.  You  are  in  many  ways  a  victim  of  this. 

How  many  students  do  you  have.  Sister  Fitzgerald,  in  each  grad- 
uating class  now? 

Sister  Fitzgerald.  On  campus  or  off  campus? 

Chairman  NuNN.  Well,  why  don't  you  tell  me  both? 

Sister  Fitzgerald.  Last  year,  last  May,  I  believe  there  were  320 
graduates. 

Sister  MORRIS.  322,  I  beheve. 

Chairman  NuNN.  322.  Is  that  on  campus? 

Sister  Morris.  On  campus. 

Sister  Fitzgerald.  Yes. 

Chairman  NuNN.  And  how  about  off  campus? 

Sister  Morris.  Off  campus  there  were  about  25,  I  beheve.  I  am 
not  quite  sure  of  the  number  of  off  campus.  I  do  not  have  the  sta- 
tistics with  me,  but  I  can  get  those  for  the  record. 

Chairman  NuNN.  There  were  about  how  many  off  campus? 

Sister  FITZGERALD.  In  the  twenties. 

Mr.  SCHURE.  Is  that  degree.  Senator? 

Chairman  NUNN.  Yes. 

Sister  Morris.  In  the  twenties. 

Chairman  NuNN.  In  the  twenties.  Now,  is  that  a  4-year  degree? 
Are  both  of  those  4-year  degrees? 
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Sister  MORRIS.  No.  The  off-campus  is  a  2-year  degree. 

Chairman  NuNN.  And  the  on-campus,  the  339,  is  a  4-year  de- 
gree? 

Sister  MORRIS.  Yes.  Well,  there  were  a  few  associate  degrees  in 
that  number.  They  were  mostly  baccalaureate  degrees  and  about 
approximately  14  master's  degrees  in  that  number  of  322  grad- 
uates. 

Chairman  NUNN.  How  many  different  off-site  programs  does 
Molloy  have?  Are  there  several  different  programs?  We  are  talking 
about  here  a  program  that  was  specifically  for  immigrants,  a  2-year 
program,  but  do  you  have  other  off-campus  programs? 

Sister  Morris.  We  offer  courses  off  campus  in  our  baccalaureate 
program.  For  example,  in  the  hospitals  in  the  area,  students  who 
are  pursuing  their  baccalaureate  degree  in  nursing  may  take  some 
of  their  courses  at  the  facility,  at  the  hospital  facility,  prior  to  their 
entering  into  the  clinical  aspects  of  the  program. 

Chairman  NuNN.  But  this  program,  this  immigrant  program,  if 
we  could  call  it  that,  was  primarily  an  off-campus  program? 

Sister  Morris.  Yes,  with  some  courses  on  the  campus.  No  one  re- 
ceived a  degree  from  the  college  without  having  attended  the  cam- 
pus for  at  least  two  courses.  At  least. 

Chairman  NuNN.  For  two  courses.  So  your  off-campus  program, 
the  immigrant  program,  required  an  on-campus  attendance  for  at 
least  two  courses. 

Sister  Morris.  Yes. 

Chairman  NuNN.  To  get  the  2-year  certificate  or  degree. 

Sister  Morris.  And  the  on-campus  courses  were  taught  by  fac- 
ulty on  campus,  Molloy  College  regular  full-time  or  part-time  fac- 
ulty. 

Chairman  NuNN.  Now,  of  your  on-campus  program,  how  many  of 
those  students,  approximately — I  am  not  looking  for  an  exact  num- 
ber— what  percentage  of  those  students  would  have  been  recipients 
of  Pell  Grants?  Do  you  know? 

Sister  MORRIS.  Of  our  on-campus  program? 

Chairman  NuNN.  On  campus,  right. 

Sister  Morris.  I  would  say  upwards  of  80-something  percent. 
The  financial  aid  students  on  our  campus  are  from  middle-income 
families,  and  their  are  Pell  and  TAP  eligibility— I  would  say  at 
least  85  percent  of  our  students  are  eligible  for  some  amount  of  ei- 
ther TAP  or  Pell  or  both. 

Chairman  NuNN.  Does  that  include  student  loans,  or  is  that  just 
either  TAP  or  Pell? 

Sister  Morris.  I  would  believe  it  probably  includes  student  loans, 
but  I  could  not  say  that  with  absolutely  accuracy. 

Chairman  NuNN.  I  will  ask  either  of  you  these  questions  so  you 
can  bounce  them  back  and  forth  as  you  choose  here.  Did 

Sister  Fitzgerald.  If  I  may,  Senator? 

Chairman  NuNN.  Yes. 

Sister  FITZGERALD.  I  remember  several  years  ago — and  it  still  is 
the  case — many  of  our  students  from  the  Long  Island  area  do  not 
get  much  Pell  Grants  because  the  cost  of  hving  on  Long  Island  and 
the  wages  and  so  forth  are  high,  and  most  of  them,  their  parents, 
both  parents  are  working.  So  I  know  there  have  been  changes  in 
that  over  the  past  year  or  two,  I  think,  which  has  helped  those  peo- 
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pie  on  Long  Island.  But  really  the  number  of  Long  Island  students, 
at  least  the  ones  that  come  to  MoUoy,  as  far  as  the  Pell  Grants — 
and  I  could  get  you  all  those  statistics — is  not  very  high. 
Chairman  NuNN.  More  of  them  would  be  on  student  loans,  then? 
Sister  Fitzgerald.  Oh,  and  they  get  TAP  and  they  work.  At  least 
over  80  percent  of  our  students  get  some  kind  of  institutional  aid 
from  us. 

Chairman  NUNN.  Now,  do  you  know  offhand  how  many  sites  you 
had  in  this  off-campus  program,  how  many  separate  sites  there 
were? 

Sister  MORRIS.  I  would  say  40,  40  locations,  but  the  control  was 
exercised  by  9  entities. 
Chairman  NUNN.  Nine. 
Sister  MoRRis.  Nine  entities. 
Chairman  NuNN.  40  sites  managed  by  9  entities. 
Sister  MORRIS.  Yes. 

Chairman  NuNN.  Did  Molloy  provide  on-site  representatives  or 
msinagers  at  any  of  these  40  sites? 

Sister  MORRIS.  On  site  full-time,  no.  We  had  a  relationship  with 
them.  We  had  an  ongoing  agreement  through  the  contractual  obli- 
gations spelling  out  their  duties,  and  we  had  officers  on  the  college 
identified  as  liaison  to  these  people  with  whom  there  was  some- 
times personal  contact  by  site  visits,  our  going  to  them,  or  their 
coming  to  us,  and  at  other  times  through  telephone  conversations 
and  extensive  correspondence. 

Chairman  NuNN.  But  the  on-site  management  was  almost  exclu- 
sively people  who  did  not  work  directly  for  Molloy  but  were  part 

of  the  contract 

Sister  MORRIS.  Were  part  of  the  contractual  obligation,  yes. 
Chairman  NuNN.  Did  Molloy  provide  any  instructors  at  the  sites? 
Sister  Morris.  At  the  sites  we  approved  the  instructors.  At  times 
we  have  supplied  several  instructors.  When  a  particular  discipline 
could  not  identify  someone,  we  had  instructors.  And  in  one  in- 
stance, the  instructor  was  going,  but  the  class  size  was  too  small, 
so  we  canceled  the  class.  So  that  instructor,  that  exchange  never 
took  place. 

Chairman  NuNN.  But  most  of  the  instructors  were  under  the  con- 
tractual arrangement  and  were  not  part  of  MoUoy's  normal  faculty? 
Sister  Morris.  No.  They  were  given  the  title  adjunct  lecturers  as 
a  citation  of  what  they  were  doing,  yes. 

Chairman  NUNN.  Did  Molloy  approve  the  instructions  that  were 
hired  by  the  contractors? 

Sister  Morris.  Yes.  We  have  records  of  all  of  those  instructors. 
Now,  at  times  there  were  instructors  whose  qualifications  we  ques- 
tioned, and  in  that  instance,  if  the  instructor  had  already  begun 
the  class,  we  allowed  it  to  continue  until  we  could  find  a  replace- 
ment. But  the  instructor  was  never  used  again. 

Chairman  NUNN.  Were  those  instructors  considered,  once  they 
were  accepted  by  you  and  were  working  under  the  contract,  a  part 
of  your  faculty? 

Sister  Morris.  They  were  considered  as  adjunct  part-time  fac- 
ulty, adjunct  lecturers.  They  were  not  published  in  the  catalog,  but 
in  the  beginning  we  had  meetings  on  the  campus  and  we  invited 
these  people  to  come  to  the  meetings,  and  the  departments  whose 
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disciplines  were  in  the  program  would  meet  with  those  faculty 
members.  Last  year  we  did  not  do  it  because  of  the  size,  but  that 
was  the  reason  why  we  were  trying  to  get  the  extension  centers  so 
we  could  have  this  centralized  so  that  we  could  conduct  more  of 
those  types  of  meetings. 

Chairman  NUNN.  Did  they  get  paid  by  Molloy,  or  were  they  paid 
by  the  contractor? 

Sister  MORRIS.  They  were  paid  by  the  contractor. 
Chairman  NuNN.  What  were  the  prerequisites  that  you  required 
before  you  would  allow  them  to  work  as  teachers  under  the  con- 
tract program? 

Sister  Morris.  A  master's  degree  in  a  discipline,  with  some  ex- 
ceptions to  this  regulation,  because,  according  to  New  York  State 
regulations,  in  an  associate  degree  program  a  holder  of  a  bacca- 
laureate degree  is  eligible  to  teach  in  such  a  program.  The  other 
exception  would  be  in  the  case  of  the  EFL.  We  do  not  have  that 
many  people  in  the  State  with  degrees,  master's  degrees,  in  Eng- 
lish as  a  Foreign  Language.  Therefore,  people  with  relevant  experi- 
ence or  an  analogous  degree,  such  as  communication  or  English, 
were  assigned  the  task  of  teaching  EFL  classes. 

Chairman  NuNN.  You  stated,  I  believe.  Sister  Fitzgerald— and  I 
believe,  Sister  Morris,  you  stated  to  staff  in  oral  conversations— 
that  if  you  had  known  of  the  abuses  described  by  the  staff  and  by 
the  General  Accounting  Office  that  you  would  have  moved  to  stop 
those  abuses.  Is  that  right,  Sister  Fitzgerald? 
Sister  Fitzgerald.  Most  definitely. 

Sister  MORRIS.  That  is  correct,  yes.  And  when  we  did  know  of 
abuses,  we  did.  As  Sister  cite,  in  one  case  of  curriculum  mis- 
management and  general  lack  of  oversight  and  lack  of  cooperation, 
I  did  have  one  of  the  directors  replaced.  This  was  in  February  of 
1993. 
Chairman  NuNN.  February  of  1993? 
Sister  MORRIS.  Yes. 

Chairman  NUNN.  Let  me  ask  you  just  two  or  three  questions 
about  what  you  were  aware  of  and  what  you  were  not  aware  of. 
Were  you  aware  that  students  enrolling  in  the  associate's  degree 
program  for  recent  immigrants  were  receiving  stipends  or  pay- 
ments? 

Sister  MORRIS.  Not  in  the  beginning,  no.  The  financial  arrange- 
ments were  handled  through  the  office  of  the  vice  president  for 
business  affairs.  Therefore,  those  kinds  of  arrangements  were  not 
under  my  jurisdiction.  My  responsibility  was  the  curriculum,  the 
faculty,  the  students,  their  academic  progress. 

Chairman  NuNN.  Were  you  aware  that  a  number  of  students  and 
instructors  felt  that  the  primary  reason  that  students  were  enroll- 
ing in  class  was  to  receive  the  stipends  themselves? 

Sister  MORRIS.  No,  I  was  not  aware  of  that,  and  I  never  saw  any 
evidence  of  it  on  any  of  my  visits  to  these  sites. 

Chairman  NUNN.  If  that  had  come  to  your  attention,  what  would 
you  have  done  about  it?  Would  that  have  disturbed  you? 

Sister  MORRIS.  Oh,  it  would  have  disturbed  me,  and  I  certainly 
would  have  looked  into  it,  yes. 
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Chairman  NUNN.  Were  you  aware  that  there  were  students  en- 
rolled in  Molloy's  program,  off-campus  program,  who  were  not 
aware  that  they  were  even  enrolled  at  your  school? 

Sister  MORRIS.  No.  And,  again,  when  I  visited  the  campuses,  the 
sites,  rather,  I  was  introduced  as  the  vice  president  of  Molloy  Col- 
lege to  the  students  who  were  there.  I  spoke  to  them  as  students 
of  Molloy  College.  And  as  far  as  I  could  determine,  they  were  all 
aware  that  they  attended  school. 

Mr.  SCHURE.  Mr.  Chairman,  may  I  interject  a  point  at  this  time? 
Because  that  is  referred  to  in  the  staff  report. 

In  speaking  to  your  chief  investigator,  he  advised  me  that  in  his 
interviews  with  the  students,  they  told  him  they  had  all  received 
a  good  education.  We  never  read  about  any  of  this  until  we  saw  the 
report  last  evening. 

Chairman  NuNN.  Well,  that  was  not  what  the  final  conclusions 
were.  I  am  not  sure  when  that  conversation  took  place. 

Let  me  ask  you  to  look  at  the  poster.  Have  you  got  that  poster? 

Have  you  ever  seen  that  poster  before?  i 

Sister  MORRIS.  No,  Senator,  I  have  not.  We  have  strict  regula- 
tions with  the  sites.  They  have  in  writing  what  the  parameters  of 
advertising  are,  and  those  parameters  were  that  all  advertising 
prior  to  publication  must  be  submitted  to  the  college  for  approval 
in  regard  to  accuracy,  placement,  honesty.  And  this  ad,  whichever 
paper  it  appeared  in  or  wherever  or  whenever,  was  never  brought 
to  our  attention.  If  it  were,  it  would  not  have  been  published. 

Chairman  NuNN.  If  you  had  seen  that  poster,  would  you  have  al- 
lowed that  to  go  out  as  an  advertisement  of  what  you  were  teach- 
ing? 

Sister  Morris.  Absolutely  not. 

Chairman  NuNN.  Tell  us  why  not. 

Sister  Morris.  Because  it  says  "Adult  English  Classes."  It  does 
not  say  awarding  of  an  associate  of  arts  degree.  Our  program  was 
an  associate  of  arts  degree  program.  It  was  not  adult  English  class- 
es. 

Chairman  NuNN.  So  if  that  poster  was,  in  effect,  used  to  entice 
students  to  join  or  participate  in  the  Molloy  off-campus  program, 
it  was  done  against  your  will  and  without  your  knowledge? 

Sister  Morris.  Absolutely.  It  was  done  without  my  knowledge.  I 
certainly  would  have  taken  issue  with  the  stipends.  I  would  have 
taken  issue  with  the  adult  English  classes. 

Sister  Fitzgerald.  And  no  Molloy  College. 

Sister  Morris.  The  identification  of  the  institution  is  not  even 
there.  That  ad  would  never  have  been  placed. 

Chairman  NuNN.  Do  you  consider  that  a  breach  of  your  agree- 
ment? 

Sister  MORRIS.  Yes,  I  do. 

Chairman  NuNN.  So  the  people  you  contracted  with,  in  effect, 
broke  your  agreement? 

Sister  Morris.  Broke  their  agreement,  yes,  because  they  had 
many  communications  in  writing  to  the  institutions  saying  what 
the  advertising  parameters,  as  I  said,  were.  And  these  people  did 
not  observe  those  parameters. 


'  See  Appendix  K  to  Staff  statement,  page  195. 
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Chairman  NUNN.  Was  there  any  ambiguity  in  your  agreement 
with  them? 

Sister  MORRIS.  Ambiguity,  no. 

Chairman  NuNN.  Could  they  have  misunderstood  what  you  were 
requiring  in  terms  of  pre-clearing  advertising? 

Sister  MORRIS.  I  really  doubt  that.  I  think  my  directives  were 
quite  specific. 

Chairman  NuNN.  Were  you  aware  that  one  of  the  organizations, 
I  believe  this  was  10  sites,  1  of  the  9  organizations,  10  sites,  were 
teaching  their  students  only  in  the  mentoring  mode  where  students 
were  required  to  meet  with  mentors  only  five  times  a  semester? 

Sister  Morris.  Yes,  that  I  was  aware  of,  but  those  mentoring 
modes  were  done  in  a  classroom  situation.  I  visited  those  sites  and 
observed  the  fact  that  interaction  took  place  in  the  classroom. 
There  was  no  interaction  through  telephone,  mail,  et  cetera.  Those 
students,  as  well  as  all  the  others,  were  obligated  to  attend  the 
csunpus  for  courses  as  well.  No  one  would  receive  a  degree  from 
that  program  without  attending  Molloy  College  campus,  and  in 
that  instance,  they  would  have  had  to  take  9  credits  on  campus, 
at  least  9  credits,  which  would  be  3  courses. 

Chairman  NuNN.  They  would  have  had  to  take  9  credits  before 
they  got 

Sister  MORRIS.  Before  they  got  their  degree. 

Chairman  NuNN.  Before  they  got  their  degree. 

Sister  MORRIS.  Yes. 

Chairman  NuNN.  Do  you  allow  that  kind  of  mentoring  program 
on  campus? 

Sister  MORRIS.  Yes,  the  difference  being  on  campus  most  of  the 
students  take  their  courses  in  the  classroom  mode  and  maybe  a  few 
in  a  mentoring  mode.  When  I  say  "mentoring,"  independent  study 
or  tutorial,  which  is  a  one-on-one.  We  allow  that  for  students  who 
have  difficulty  for  one  reason  or  another  in  attending  class  or  com- 
pleting a  degree.  For  example,  if  a  class  would  be  canceled  and  a 
student  needed  it  to  graduate,  we  would  certainly  permit  that. 

Off  campus,  the  balance  was  different.  They  were  mostly 
mentoring  and  some  classroom  instruction.  But  we  do  allow  it  both 
on  and  off  campus.  We  have  a  special  form  that  students  fill  out 
in  order  to  be  allowed  to  do  this. 

Chairman  NuNN.  Is  it  your  normal  practice  to  charge  students 
only  the  amount  of  the  Pell  Grant?  What  is  your  normal  tuition? 

Sister  Fitzgerald.  You  know  I  am  not  the  director  of  financial 
aid,  but  this  is  what  I  understand:  With  any  student  who  enrolls — 
now,  I  am  talking  about  on  campus  and,  according  to  the  contract 
for  off  campus,  but  it  is  the  same — the  students  have  to  fill  out 
that  FAF  form.  They  have  to  have  established  by  that — and  I  am 
probably  not  saying  it  as  accurately  as  a  financial  aid  director 
would.  They  have  to  have  established  by  that  what  they  would  be 
eligible  for  in  Federal  grants,  TAP  grants,  what  their  family  in- 
come or  their  resources  would  be  expected  to  meet,  and  then  if  they 
really  have  problems,  we  will  give  them  institutional  aid  from  our 
on-campus  budget. 

Chairman  Nunn.  When  you  give  them  that  institutional  aid, 
does  it  show  in  your  books  as  only  the  amount  of  the  Pell  Grant 
having  been  received,  or  is  there  an  actual  transfer  of  the  institu- 
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tional  aid  to  them  and  then  a  bookkeeping  entry  that  shows  they 
paid  more  than  the  Pell  Grant  for  their  education? 

Sister  MORRis.  There  is  an  entry  indicating  institutional  aid.  All 
of  the  aid,  any  type  of  aid  that  is  given  to  the  student,  is  entered 
in  the  books,  yes. 

Chairman  NUNN.  But  the  Pell  Grant  normal  maximum  I  believe 
is  $2,400  per  year,  $1,200  a  semester.  Your  normal  tuition  is  high- 
er than  that,  correct? 

Sister  FITZGERALD.  Right. 

Chairman  NuNN.  What  I  am  puzzled  about  is  how  students  were 
basically  able  to  attend  what  you  believe  to  be  a  2-year  full  pro- 
gram but  the  only  cost  of  it  was  the  Pell  Grant? 

Sister  MORRIS.  No.  The  Pell  award,  TAP  award,  and  in  some  in- 
stances some  payment  by  the  students. 

Chairman  NuNN.  In  some  instances,  off-campus  students  actu- 
ally made  pajonents? 

Sister  Fitzgerald.  Not  very  many. 

Sister  Morris.  Not  very  many,  but  there  were  some  instances  of 
students  making  payments.  That  was  mostly  probably  totally  in 
the  mentoring  program  there  were  students  who  made  payments. 
I  could  not  give  you  a  number,  but  there  were  students  who  did 
that. 

Chairman  NuNN.  Sister  Fitzgerald,  based  on  what  you  know 
now — I  am  not  asking  you  to  go  back  on  it,  but  do  you  feel  that 
the  organizations  that  you  contracted  with  kept  Molloy  fully  in- 
formed of  their  activities  during  the  existence  of  that  program? 

Sister  FITZGERALD.  Now,  Sister  Patricia  Morris  is  the  one  that 
has  met  with  these  people  and  knows  them  very  well.  I  met  them 
perhaps  in  passing  at  one  of  their  graduation  ceremonies  or  what- 
ever. But  from  what  I  am  told  by  Sister  Patricia  Morris,  there  are 
some  that  if  they  are — if  the  alleged  allegations  are  so,  we  would 
be  quite  surprised.  From  what  the  report  of  the  Committee  staff 
said — and  we  received  it  only  last  night — I  just  was  absolutely  dis- 
mayed. 

Chairman  Nunn.  Do  you  feel  like  you  have  been  abused  if  these 
allegations 

Sister  Fitzgerald.  If  they  are  true,  I  believe  that,  yes,  Molloy 
was  used,  and  I  will  try  in  all  charity  to  accept  it.  But  we  did  not 
have  any  evidence,  and  the  only  evidence  we  see  is  what  we  saw 
in  the  report  that  we  got  last  night.  I  wish  that  we  had  known,  and 
I  wish  that  in  1990  when  the  State  Ed.  Department  had  had  inter- 
nal memoranda  about,  you  know,  different  questions  about  the 
problem,  that  they  had  called,  they  had  written,  they  had  told  us. 
And  back  then— that  was  1  year  into  the  program — we  would  have 
done  something. 

Sister  MORRIS.  At  that  time  the  registration  was  minimal,  and 
it  would  have  been  far  easier  for  us  to  correct  any  abuses  or  take 
any  type  of  corrective  action  that  was  necessary,  up  to  and  includ- 
ing stopping  the  program. 

Chairman  NUNN.  Sister  Morris,  would  you  have  stopped  the  pro- 
gram if  you  had  known  a  year  or  two  ago  what  you  know  now? 
Sister  MORRIS.  If  these  allegations  are  true,  yes. 
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Chairman  Nunn.  If  the  allegations  are  true,  do  you  believe  that 
you  have  been  kept  informed  by  these  organizations  that  you  have 
contracted  with? 

Sister  MORRIS.  If  these  allegations  are  true,  they  have  informed 
me  of  some.  They  have  not  lied,  but  they  have  withheld  informa- 
tion. 

Mr.  SCHURE.  Mr.  Chairman,  may  I  just  add  one  comment?  We 
recognize  the  important  work  by  this  Committee,  and  I  think  what 
the  Committee  has  done  is  to  galvanize  the  bureaucracies  in  the 
Department  of  Education  and  the  New  York  State  Education  De- 
partment to  do  something.  And,  in  effect,  we  are  now  a  victim  of 
their  retroactive  determination  that  the  program  was  not  eligible. 
This  is  the  problem  we  are  facing  because  they  are  saying  now  for 
the  last  3  to  4  years  the  program  was  not  eligible  even  though  we 
sent  them  the  curriculum  and  the  contracts  and  always  commu- 
nicated with  them  and  asked  for  guidance.  And  now  we  are  faced 
with  a  liability  of  such  immense  proportion  that  it  may  close  the 
institution.  And  they  all  say,  well,  we  do  not  want  that  to  happen, 
but.  Senator,  that  is  going  to  be  the  effect.  We  just  cannot — "we" 
meaning  the  college — afford  to  pay  $17  million. 

Chairman  NuNN.  I  understand  that,  and  I  do  believe  to  a  certain 
extent  you  have  been  victims  here.  But  there  are  also  victims  out 
there  that  are  students. 

Sister  FITZGERALD.  That  is  right. 

Sister  MORRIS.  Absolutely. 

Chairman  NuNN.  And  there  are  victims  that  are  taxpayers. 

Sister  Fitzgerald.  Including — and  I  argued  as  best  I  could  with 
Dr.  Nolan  on  July  29  when  we  got  to  meet  him,  the  chairman  of 
the  board  and  Sister  Pat  and  a  few  others  from  the  college.  I  said 
at  no  time  in  any  educational  grade  do  you  cease  a  program  with- 
out taking  care  of  the  students  who  are  in  it.  You  try  to  phase  it 
out  or  you  try  to  get  them  placed.  You  just  do  not  abandon  them. 

Sister  Morris.  Abandon  people,  which  is  what  happened. 

Sister  FITZGERALD.  But,  still,  he  said  suspend  them,  so  we  sus- 
pended it.  But  we  do  feel  that  those  students,  at  least  some  of 
them — most  of  them — were  hurt  by  this. 

As  a  matter  of  fact,  there  were  two  off-sites  or  two  groups  that 
wanted  to  come  on  campus,  bus  them  in  and  everything,  in  Sep- 
tember. And  because  we  had  given  out  all  the  institutional  aid  we 
could  possibly,  it  just  could  not  be  done.  If  all  of  this  had  happened 
let's  say  last  February  or  March,  we  could  have  arranged  for  it,  but 
not  as  of  August.  But  we  did  have  some  off-site  directors — you 
know  their  names — who  wanted  to  bring  their  groups  on  campus 
this  September.  They  do  not  want  to  just  abandon  them. 

Also,  Sister  Pat  has  had  some  calls  from  other  colleges — I  should 
make  this  known — and  some  high  schools,  one  of  them  was  one  of 
our  own  Dominican  high  schools,  where  some  of  these  off-site  direc- 
tors are  now  asking  these  colleges  if  they  could  have  an  arrange- 
ment with  them.  Sister  Pat  can  tell  you  what  she  told  anybody  who 
called  her.  And  this  one  Sister,  who  is  the  principal  of  a  Dominican 
high  school  in  Queens,  called  us  and  said  so-and-so  wants  to  rent 
some  space,  and  we  told  her  to  have  nothing  to  do  with  it.  And  she 
thanked  us  profusely. 
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Sister  MORRIS.  I  was  quite  frank  with  anyone  who  inquired,  and 
I  told  them  exactly  what  was  happening  and  exactly  what  had  hap- 
pened, to  the  best  of  my  knowledge. 

Chairman  NUNN.  A  couple  of  cases  here.  Mrs.  Ida  Goldberg  is  a 
resident  alien  who  resides  in  Brooklyn  with  her  husband,  Isaeik 
Goldberg.  According  to  the  U.S.  Department  of  Education's  data 
bases,  Touro  College,  Sara  Schenirer  Teachers  Seminar,  Molloy 
College,  Bramson  CRT,  and  the  Academy  for  Jewish  Education  all 
obtained  Pell  Grants  for  both  Ida  and  Isaak's  attendance  at  their 
schools.  Both  of  these  individuals,  Ida  and  Isaak,  stated  that  they 
had  gone  to  Sara  Schenirer  for  2  semesters  and  at  Bramson  ORT 
for  4  months,  but  they  had  dropped  out  because  they  did  not  like 
Bramson  ORT.  Mrs.  Goldberg  stated  she  had  taken  an  entrance 
exam  at  Touro  College,  but  did  not  enroll  or  attend  classes  there. 
Both  of  them  said  they  had  never  heard  of  either  Molloy  College 
or  the  Academy  for  Jewish  Education. 

According  to  the  files  at  Molloy  College,  Mrs.  Goldberg  attended 
classes  there  in  the  fall  of  1989,  the  spring  and  fall  of  1990,  and 
the  spring  of  1991.  This  is  your  files  relating  to  the  off-campus  pro- 
gram. She  got  grades,  and  you  furnished  us  this:  Voice  and  Diction, 
B+;  Grammar  Review,  A;  Oral  Production,  A;  Old  Testament,  B; 
Experience  in  Communication,  B+;  Grammar  Review,  A;  Oral  Pro- 
duction II,  A;  Composition  I,  B;  Reading  Study  Skills,  B+;  Achiev- 
ing Musical  Insight,  B;  American  national  Government,  B;  Effective 
Business  Writing,  A;  Short  Story,  B+;  American  Civilization,  B; 
The  Family,  B.  She  said  she  did  not  even  know  she  was  going  to 
the  college. 

Mr.  SCHURE.  It  sounds  like  dean's  list,  but  she  has  maybe  failed 
memory.  We  have  no  particular  record  of  that. 

Chairman  NuNN.  Mr.  Schure,  if  we  are  going  to  have  you  testify, 
we  have  to  swear  you  in. 

Mr.  Schure.  Oh,  sorry. 

Chairman  Nunn.  You  can  advise  your  clients,  but 

Mr.  Schure.  I  apologize,  Mr.  Chairman. 

Sister  MORRIS.  I  cannot  say  that  I  met  Mrs.  Goldman  personally. 
I  know  I  have  visited  the  sites  where  she  says  she  attended,  and 
we  have  our  records,  and  on  the  bottom  of  our  application  for  ad- 
mission it  says,  "I  hereby  certify  that  what  I  have  written  is  true." 
If  what  she  wrote  was  not  true,  there  is  nothing  I  can — you  know, 
there  is  no  way  I  can  respond  to  that  part. 

I  do  know  that  I  did  visit  the  site,  the  Academy  for  Jewish  Edu- 
cation. I  was  there.  I  was  there  many  times.  I  could  not  tell  you 
offhand  the  names  of  each  of  the  students  with  whom  I  spoke.  I 
did  speak  with  a  great  many  of  them.  I  evaluated — on  the  days 
that  I  was  there,  I  would  evaluate  three  or  four  classes  and  meet 
sometimes  the  same  students,  sometimes  different  ones,  but  I  hon- 
estly at  this  point  could  not  remember  their  names. 

Chairman  NUNN.  OK  We  have  got  a  vote  up  there,  and  I  am 
going  to  have  to  close  the  hearing.  Is  there  anything  else  that  you 
would  like  to  say.  Sister  Fitzgerald? 

Sister  FITZGERALD.  No.  I  just  thank  you  and  your  staffers  for 
being  so  kind  and  courteous  to  us,  and  understanding,  I  hope.  And 
an)rthing  we  can  do  for  you,  we  will  certainly  continue  to  do. 
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Chairman  NuNN.  Well,  you  have  been  very  cooperative,  and  I 
know  that  you  have  run  a  good  school  for  a  long  time.  I  regret  that 
you  have  had  this  episode  in  which  I  think  you  have  been  partially 
victims,  but  the  bottom  line  is  that  schools  that  run  off-campus  pro- 
grams have  to  be  responsible  for  those  off-campus  programs.  And 
that  is  the  bottom  line  in  terms  of  the  expectations  that  we  have 
to  expect. 

Siyter  MORRIS.  And  we  believe  that  we  were  responsible  in  this 
case.  We  did  supervise,  we  did  inspect,  we  did  converse  with  these 
people.  If  they  told  us  something  false,  there  is  very  little  that  we 
can  do  about  that. 

Chairman  NuNN.  When  you  are  victims  of  fraud,  then  that  is  a 
tough  situation.  I  assume  that  if  you  go  into  anything  else  like  this, 
though,  you  will  anticipate  that  you  might  be  dealing  with  people 
who  have  less  than  pure  motives. 

Sister  Morris.  Yes,  we  would  be  far  more  leery  or  suspicious.  We 
accepted  them  as  professionals.  We  expected  them  to  act  as  profes- 
sionals, as  we  did.  We  had  a  contract,  and  we  expected  them  to 
hold  up  their  end. 

Chairman  NuNN.  I  do  not  enjoy  being  in  the  position  of  telling 
two  people  like  you  that  you  need  to  be  more  suspicious  of  human- 
ity. 

[Laughter.] 

Chairman  NuNN.  But  based  on  my  experience,  when  it  involves 
Federal  dollars  I  think  v/e  all  have  to. 

Sister  Fitzgerald.  V/eil,  my  board  of  trustees  has  told  us.  So, 
you  know,  I  do  not  think  it  will  ever  happen  again. 

Chairman  NUNN.  Thank  you  all  for  being  here.  We  appreciate  it. 

Sister  Morris.  You  are  welcome. 

[Whereupon,  at  12:16  p.m.,  the  Subcommittee  was  adjourned.] 
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STAFF  STATEMENT 
U.S.  SENATE  PERMANENT  SUBCOMMITTEE  ON  INVESTIGATIONS 
HEARINGS  ON  ABUSES  IN  FEDERAL  STUDENT  GRANT  PROGRAMS 

October  27,  1993 


Mr.  Chairman,  at  your  direction,  the  Subcommittee's  Staff  and  the  U.S.  General 
Accounting  Office's  Office  of  Special  Investigations  have  been  conducting  an  inves- 
tigation of  allegations  of  fraud,  abuse,  and  mismanagement  in  the  Federal  Pell 
Grant  Program. 

To  date,  our  investigation,  which  is  ongoing,  has  uncovered  what  we  believe  to 
be  systemic  weaknesses  in  the  largest  direct  Federal  student  aid  program.  These 
weaknesses  have  enabled  some  schools  to  reap  millions  of  dollars  of  profits  while 
abusing  and  defrauding  the  Pell  Grant  program. 

Last  year,  the  Federal  Government  gave  out  $6.1  billion  in  Pell  Grants  to  over 
4  million  undergraduate  students.  While  we  hope  that  most  of  these  funds  were  ap- 
plied properly,  we  know  that  millions  of  dollars  were  not. 
Some  examples  of  our  findings  include: 
— Some  non-profit,  tax-exempt  schools  have  reaped  millions  of  dollars  in  profit 
through  their  participation  in  this  Federal  grant  program.  By  artificially  set- 
ting tuition  high  enough  and  enrolling  primarily  financially  underprivileged 
students,  these  schools  ensure  that  the  vast  majority  of  their  students  will  re- 
ceive the  maximum  Pell  Grant  award.  The  schools  are  then  able  to  pocket 
millions  of  dollars  in  profits,  because  their  program  costs  are  low. 
— As  we  found  in  1990,  members  of  the  for-profit  trade  school  sector  continue 
to  abuse  the  student  aid  programs  by  offering  substandard  training  in  courses 
which  offer  little  hope  for  meaningful  employment. 
— We  found  schools  which  thrive  only  because  of  this  Federal  grant  program. 
We  found  that  a  fi-ee-market  economy  has  nothing  to  do  with  the  existence 
of  some  of  these  schools,  because  their  gross  revenue  consists  almost  solely 
of  Pell  Grant  income,  so  much  so  that  they  have  become,  in  essence.  Govern- 
ment-sponsored enterprises. 
. — We  found  many  examples  of  highly  questionable  "education"  being  offered  at 
participating  schools.  Glaring  examples  include  schools  which  offer  nothing 
other  than    independent  study"  courses,  wherein  students  are  charged  $2,500 
per  year;  receive  no  books,  but  only  a  syllabus;  and  take  tests  which  are  sup- 
posedly mailed  to  their  homes.  Mentors  are  allegedly  available  to  discuss  the 
topics  over  the  phone  with  the  thousands  of  students  enrolled.  The  Pell  Grant 
covers  $2,400  of  the  tuition,  and  students  are  given  a  $100  scholarship  to 
cover  the  remainder  of  the  tuition.  The  courses  offered  are  entirely  religious 
in  nature.  Students  enroll  because  study  is  viewed  as  part  of  their  religious 
obligations. 
— We  found  multiple  examples  of  ineligible  Pell  Grant  awardees,  who  had  al- 
ready received  a  degree  in  higher  education. 
— Over  75  percent  of  the  student  body  at  one  school  consisted  of  unemployed 
persons  born  before  1934,  some  as  early  as  1904.  Thousands  of  these  elderly 
students,  all  immigrants,  were  paid  several  hundred  dollars  per  semester  to 
attend  "classes"  in  Jewish  culture,  Hebrew,  and  English.  Many  told  us  that 
they  attended  the  classes  only  to  receive  the  money,  which  they  said  they 
needed  to  survive. 
— ^We  interviewed  still  other  students,  who,  according  to  school  records,  had  at- 
tended classes  and  received  Pell  Grants  for  several  semesters;  yet  the  stu- 
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dents  denied  ever  attending  the  classes.  A  review  of  the  files  discloses  wild 
variations  in  the  students'  alleged  signatures. 

— During  our  investigation  of  several  ultra-ort;hodox  Jewish  schools  which  re- 
ceived millions  of  dollars  in  Pell  grant  funds,  we  were  met  with  hostility  and 
charges  of  anti-Semitism  and  of  violating  their  religious  freedom.  We  received 
little  or  no  cooperation  from  the  community,  the  schools,  or  the  students. 
Community  religious  leaders  prohibited  members  of  the  community  from  talk- 
ing with  the  Staff,  effectively  stifling  our  investigation.  When  we  attempted 
to  depose  key  officers,  directors,  and  employees  of  the  schools,  all  of  these  key 
personnel  asserted  their  Fifth  Amendment  protection  against  self-incrimina- 
tion. 

— In  reviewing  the  Pell  Grant  awards  at  37  Jewish  schools,  the  GAO  discovered 
that  students  migrate  from  school  to  school  before  completion  of  the  programs 
offered.  The  GAO  found  over  1,300  students  who  had  received  Pell  Grants  to 
attend  classes  at  three  or  more  different  schools. 

— The  Subcommittee  subpoenaed  the  records  of  five  schools.  One  school,  Toldos 
Yacov  Yosef  Seminary  of  Brooklyn,  claimed  it  could  not  locate  any  of  its 
records.  The  school  has  since  closed.  Another  school,  the  Traditional  Jewish 
Studies  Center,  was  the  victim  of  a  mysterious  fire,  afler  having  been  served 
with  a  Subcommittee  subpoena.  The  school  claimed  that  its  records  were  de- 
stroyed in  the  fire,  although  on  inspection  of  the  fire  s-:ene,  the  New  York 
City  Fire  Marshal  found  no  evidence  of  any  large-scale  destruction  of  docu- 
ments. A  third  school,  Bais  Fruma,  has  failed  to  produce  numerous  categories 
of  documents  subpoenaed  by  the  Subcommittee,  despite  almost  daily  con- 
versations between  the  Stafif  and  the  school's  attorneys  over  the  last  five  to 
6  weeks.  Similarly,  Bais  Fruma  has  also  failed  to  provide  a  complete  response 
to  a  series  of  specific  questions  and  document  requests  put  to  it  in  a  letter 
addressed  to  its  attorney,  dated  August  2,  1992.  Document  production  from 
the  other  schools  has  been  painstakingly  slow  and  incomplete. 

— During  our  investigation,  we  attempted  to  determine  how  these  longstanding 
problems  were  able  to  exist,  and  why  they  had  gone  unchecked.  We  deter- 
mined: 

— The  authorizing  legislation.  The  Higher  Education  Act,  is  confusing  and  too 
complex,  even  for  the  Department  of  Education,  to  administer. 

— The  Department  of  Education  has  been  slow  in  developing  and  enforcing  im- 
plementing regulations.  Historically,  the  law  has  been  amended  and  even  re- 
authorized, a  process  which  takes  place  every  6  years,  before  the  final  imple- 
menting regulations  covering  the  previous  reauthorization  were  issued  by  the 
Department. 

— The  Department  of  Education,  responsible  for  gate-keeping  and  oversight  of 
participating  institutions,  has  not  been,  and  is  not  currently,  staffed  or 
trained  at  a  level  to  assure  adequate  program  protection.  The  Department  of 
Education,  despite  its  new  focus  on  quality,  is  clearly  overwhelmed  by  its  mis- 
sion. For  example,  even  if  the  Government  wanted  to  conduct  on-site  inspec- 
tions of  each  school  prior  to  granting  approval  for  program  participation,  it 
could  not  do  so  logistically.  It  is  not  just  a  matter  of  incompetence;  it  is  a  mat- 
ter of  volume.  There  are  over  7,000  schools  participating  in  the  Federal  stu- 
dent aid  programs. 

Introduction 

Mr.  Chairman  and  Members  of  the  Subcommittee,  it  has  been  3  years  since  the 
Staff  reported  to  the  Subcommittee  on  the  results  of  its  investigation  into  problems 
in  the  Federal  Guaranteed  Student  Loan  Program.  That  investigation  revealed 
widespread  fraud  and  abuse  on  the  part  of  many  key  participants  in  the  student 
loan  program,  including  proprietary  schools,  lenders,  loan  servicers,  secondary  mar- 
ket organizations,  and  guaranty  agencies.  In  addition,  the  investigation  revealed  se- 
rious deficiencies  in  the  role  played  by  the  Department  of  Education  in  administer- 
ing and  overseeing  the  loan  program,  and  in  the  roles  played  by  State  licensing  au- 
thorities and  independent  accrediting  agencies  in  approving  schools  for  participation 
in  the  program. 

As  a  result  of  those  hearings,  the  Subcommittee  in  1991  issued  a  report  entitled 
"Abuses  in  Federal  Student  Aid  Programs"  (Report  102-58,  102nd  Cfongress,  1st 
Session),  which  was  highly  critical  of  almost  every  aspect  of  the  operation  and  ad- 
ministration of  the  student  loan  program.  The  thrust  of  the  Subcommittee's  findings 
at  that  time  was  expressed  in  the  following  paragraph  taken  from  that  report: 
The  Subcommittee  investigation  uncovered  overwhelming  evidence  that 
the  Guaranteed  Student  Loan  Program,  particularly  as  it  relates  to  propri- 
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etary  schools,  is  riddled  with  fraud,  waste,  and  abuse,  and  is  plagued  by 
substantial  mismanagement  and  incompetence.  Despite  the  acknowledged 
contributions  of  the  well-intended,  competent,  and  honest  individuals  and 
institutions  comprising  the  large  majority  of  GSLP  part;icipant3,  unscrupu- 
lous, inept,  and  dishonest  elements  among  them  have  flourished  throughout 
the  1980  s.  The  latter  have  done  so  by  exploiting  both  the  ready  availability 
of  billions  of  dollars  of  guaranteed  student  loans  and  the  weak  and  inatten- 
tive system  responsible  for  them,  leaving  hundreds  of  thousands  of  students 
with  little  or  no  training,  no  jobs,  and  significant  debts  that  they  cannot 
possibly  repay.  While  those  responsible  have  reaped  huge  profits,  the  Amer- 
ican taxpayer  has  been  left  to  pick  up  the  tab  for  the  Dillions  of  dollars  in 
attendant  losses. 
The  Subcommittee's  report  contained  over  25  separate  recommendations  for  re- 
form of  the  student  loan  program.  Many  of  those  recommendations  were  ultimately 
incorporated  into  amendments  to  The  Higher  Education  Act  which  were  passed  by 
the  Congress  and  signed  into  law  by  the  President  in  1992.  Today,  the  Department 
of  Education  is  currently  developing  the  implementing  regulations  to  enhance  the 
Government's  ability  to  properly  manage  and  oversee  these  student  aid  programs. 
Today,  the  Staff  is  back  once  again  to  report  that  our  continued  monitoring  of 
Federal  student  aid  programs  has  uncovered  yet  another  program  which  appears 
vulnerable  to  serious  abuse  and  fraud.  Our  investigation  to  date  of  the  Federal  Pell 
Grant  Program  reveals  a  program  which  appears  to  evidence  many  of  the  same  sys- 
temic weaknesses  which  plagued  the  student  loan  program.  Indeed,  it  appears  from 
our  efforts  so  far,  that  the  Subcommittee's  report  language  quoted  above  could,  with 
only  slight  modifications,  apply  equally  as  well  to  the  Pell  Grant  Program. 

At  the  same  time,  the  Pell  Grant  Program,  because  of  its  very  nature  as  a  grant 
program,  does  not  contain  any  of  the  external  alarm  bells  which  exist  in  the  loan 
program  and  which,  at  least  for  those  who  care  to  listen  to  them,  might  provide  a 
warning  signal  of  possible  problems. 

The  Staff's  investigation  is  ongoing,  and  much  work  remains  to  be  done.  Because 
of  the  serious  nature  of  our  findings,  however,  and  their  striking  similarity  to  the 
Subcommittee's  findings  with  respect  to  the  student  loan  program,  we  felt  it  impor- 
tant to  report  ovu-  concerns  to  the  Subcommittee  at  this  stage.  The  Staff  will  con- 
tinue its  investigation  and  will  report  further  to  the  Subcommittee. 

The  results  of  our  work  to  date,  though,  leads  the  Staff  to  believe  that  the  Pell 
Grant  Program  is  beset  by  major  systemic  weaknesses,  which  undercut  the  Govern- 
ment's ability  to  deter,  detect,  and  pursue  fraud  and  abuse  by  program  participants. 
The  checks  and  balances  which  were  designed  in  theory  to  protect  the  program  (and 
ultimately  the  taxpayer)  appear  in  practice  to  be  ignored  or  ineffective.  In  particu- 
lar, the  Staff  is  concerned  about  the  following  areas: 

— The  program's  gate-keeping  functions,  designed  to  prevent  ineligible  institu- 
tions from  gaining  access  to  the  program,  are  not  working.  In  some  instances, 
schools  have  been  allowed  to  participate  in  the  program  despite  the  fact  that 
they  were  not  licensed  in  the  State  in  which  they  operated.  In  other  in- 
stances, schools  have  been  allowed  to  sidestep  the  normal  accreditation  proc- 
ess. 
-r-The  Department  of  Education's  program  review  process,  designed  to  ensure 
statutory  and  regulatory  compliance  by  institutions  once  they  have  gained  ac- 
cess to  the  program,  is  ineffective  at  detecting  abuse  because  of  inadequate 
manpower,  resources,  and  training.  Despite  the  specific  recommendation  of 
this  Subcommittee,  program  review  personnel  still  receive  no  formal  training, 
either  in  their  areas  of  substantive  responsibility  or  in  fraud  detection. 
— Procedures  to  audit  the  financial  aid  records  of  institutions  which  have  left 
the  program,  designed  to  identify  possible  abuse  or  fraud  and  to  lay  the  foun- 
dation for  actions  to  recoup  monies  owed  to  the  Government,  are  largely  inef- 
fective and  practically  non-existent. 
These  weaknesses  create  an  opportunity  for  unscrupulous  individuals  and  institu- 
tions to  exploit  the  Pell  Grant  Program,  thereby  causing  the  Federal  Government 
to  expend  tens  of  millions  of  dollars  in  unwarranted  or  improper  payments.  In  fact, 
our  preliminary  investigation  so  far  has  found  indications  that  such  exploitation  is 
not  only  taking  place,  but  may  be  longstanding  and  widespread,  as  the  Government 
wires  hundreds  of  millions  of  dollars  each  month  to  the  accounts  of  participating 
schools. 

What  is  of  particular  concern  to  the  Staff  with  respect  to  this  program  is  that, 
apart  froni  strong  and  continuous  oversight,  which  currently  does  not  exist,  there 
are  no  indicators  to  alert  one  to  the  possibility  of  ongoing  abuse  by  program  partici- 
pants. As  the  Subcommittee  saw  in  its  examination  of  the  student  loan  program, 
high  loan  default  rates  can  often  be  an  early  warning  sign  of  a  problem  school.  No 
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such  indicator  exists  in  the  Pell  Grant  Program,  because  students  are  not  required 
to  repay  their  grants. 

The  lack  of  a  repayment  requirement  also  appears  to  leave  Pell  Grant  recipients 
with  much  less  concern  over  the  quality  of  the  education  they  receive.  Again,  the 
Subcommittee  found  that  complaints  about  substandard  instruction  by  student  loan 
recipients  often  served  as  an  indicator  of  potential  institutional  abuse.  Because  they 
have  no  personal  financial  stake  in  the  education  provided  to  them  by  a  particular 
institution,  Pell  Grant  recipients  are  often  less  likely  to  complain  about  their  in- 
struction; rather,  they  merely  drop  out  or  move  on  to  another  school. " 

Our  investigation  has  disclosed  a  disincentive  for  students  to  complain  about  sub- 
standard educational  programs — the  schools  we  investigated  PAID  the  students  to 
attend  their  classes — effectively  using  a  portion  of  the  Pell  Grants  as  a  kickback  to 
the  students.  It  is  cash  that  the  students  would  not  otherwise  have  had,  were  they 
not  enrolled  in  the  school.  In  this  case  the  only  ones  victimized  appear  to  be  the 
taxpayers,  whose  tax  dollars  continue  to  fund  suspect  institutions. 

In  the  absence  of  any  external  indicators,  the  program  weaknesses  which  the  Staff 
has  identified  take  on  even  greater  significance  for  this  program  which  gave  away 
over  $6  billion  last  year. 

Background 

The  Pell  Grant  Program  is  one  of  several  federally  funded  student  financial  assist- 
ance programs  administered  by  the  Department  of  Education.  First  incorporated 
into  The  Higher  Education  Act  in  1972  as  the  Basic  Educational  Opportunity  Grant 
Program,  the  program  was  renamed  in  1980  in  honor  of  its  original  sponsor,  Senator 
Claiborne  Pell. 

The  purpose  behind  the  program  was  to  help  equalize  educational  opportunity  by 
providing  grants  to  help  eligible  undergraduate  students  fi'om  low-income  families 
finance  their  postsecondary  education.  The  program  was  intended  to  bring  both 
greater  uniformity  and  greater  equity  to  the  delivery  of  student  financial  aid 
through  the  use  of  a  federally  established  need  analysis. 

Because  it  is  a  grant  program.  Pell  Grant  awards  are  made  without  any  require- 
ment of  repa3Tnent  on  the  part  of  the  recipient;  nor  is  there  any  requirement  that 
the  recipient  perform  any  service  for  the  grant  other  than  to  make  satisfactory  aca- 
demic progress  while  he  or  she  is  in  school.  Indeed,  Pell  Grants  are  considered  the 
foundation  for  all  student  financial  assistance  for  grant  recipients — other  non-Fed- 
eral and  Federal  grant  and  loan  programs  are  considered  supplemental  to  Pell 
Grants  and  are  reduced  accordingly  on  the  basis  of  the  Pell  Grant  award. 

In  the  20  years  since  the  inception  of  the  Pell  Grant  Program,  more  than  50  mil- 
lion grants  have  been  awarded,  totalling  over  $59  billion  (see  Appendix  A).  These 
figures  reflect  a  program  which  has  undergone  dramatic  growth.  In  the  1973-74 
academic  year,  the  first  year  of  awards  under  the  program,  176,000  students  re- 
ceived approximately  $48  million.  Ten  years  later,  the  number  of  students  receiving 
f rants  had  reached  almost  2.8  million,  while  the  total  amount  awarded  exceeded 
2.7  billion.  In  the  1992-93  academic  year,  over  $6.1  billion  was  awarded  to  ap- 
proximately 4.1  million  students. 

Expenditures  for  the  Pell  Grant  Program  have  increased  one  hundred-fold  in  the 
program's  20  years.  Today,  the  Pell  Grant  Program  receives  more  Federal  funds 
than  any  other  student  financial  assistance  program  authorized  under  Title  FV  of 
The  Higher  Education  Act. 

For  the  most  part,  the  growth  in  Pell  Grant  participation  and  awards  can  be  at- 
tributed to  program  changes  made  throughout  the  years  by  Congress.  For  example, 
in  the  program's  initial  award  year,  grants  were  provided  only  to  fi-eshman  stu- 
dents; however,  in  1976,  Congress  amended  the  program  to  provide  grants  to  all  un- 
dergraduate students.  In  1973,  the  maximum  Pell  Grant  award  was  $452;  over  the 
years.  Congress  has  steadily  increased  the  funding  for  the  program  so  that  today 
the  maximum  funded  Pell  Grant  award  stands  at  $2,400.  The  Staff  notes,  however, 
that  if  the  program  was  fully  funded,  the  maximum  Pell  Grant  authorized  by  stat- 
ute is  $3,700  this  year,  and  will  be  $4,500  by  the  1997-1998  school  year.  The  fact 
that  the  program  is  not  fully  funded  means,  of  course,  that  every  illegitimate  or 
fi-audulent  Pell  Grant  awarded  reduces  the  amount  of  aid  to  the  truly  deserving  stu- 
dents attending  legitimate  programs. 

A  student  who  receives  a  Pell  Grant  award  may  use  it  to  attend  any  one  of  over 
6,282  postsecondary  institutions  determined  by  the  Secretary  of  Education  to  be  eli- 
gible for  participation  in  the  Pell  Grant  Program.  These  institutions  include,  among 
others,  non-profit  two  and  four-year  colleges  and  universities,  postsecondary  voca- 
tional/technical schools,  and  proprietary  schools  (see  Appendix  B). 
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In  order  to  be  approved  for  participation  in  the  Pell  Grant  Program,  an  institu- 
tion, among  other  things,  must  meet  the  following  three  criteria  which  are  set  forth 
in  The  Higher  Education  Act: 

(1)  It  must  be  legally  authorized  to  offer  a  program  of  postsecondary  edu- 
cation in  the  State  in  which  it  is  located.  This  process  typically  requires 
that  the  institution  disclose  certain  information,  the  public  availability  of 
which  presumably  would  be  used  by  prospective  students  to  make  informed 
decisions  about  enrollment. 

(2)  It  must  be  accredited  by  a  nationally  recognized  accrediting  agency 
which  has  been  approved  by  the  Secretary  of  Education.  The  Department 
relies  on  officially  recognized  accrediting  bodies  to  assure  that  accredited  in- 
stitutions provide  a  "quality  education"  for  enrolled  students. 

(3)  It  must  be  certified  and  determined  to  be  eligible  by  the  Department 
of  Education.  Certification  requires  a  finding  by  the  Department  that  the 
school  has  the  financial  and  administrative  capability  to  participate  in  the 
program.  The  eligibility  determination  requires  that  the  school  meets  cer- 
tain statutory  criteria,  which  include  that  it  be  licensed  and  accredited,  and 
that  it  meets  the  definition  of  an  institution  of  higher  education  as  defined 
in  The  Higher  Education  Act  of  1965. 

The  Act  defines  an  institution  of  higher  education  in  the  following  terms: 

(a)  The  term  "institution  of  higher  education"  means  an  educational  insti- 
tution in  any  State  which  (1)  admits  as  regular  students  only  persons  hav- 
ing a  certificate  of  graduation  from  a  school  providing  secondary  education, 
or  the  recognized  equivalent  of  such  a  certificate,  (2)  is  legally  authorized 
within  such  State  to  provide  a  program  of  education  beyond  secondary  edu- 
cation, (3)  provides  an  educational  program  for  which  it  awards  a  bachelor's 
degree  or  provides  not  less  than  a  two-year  program  which  is  acceptable  for 
full  credit  toward  such  a  degree,  (4)  is  a  public  or  other  nonprofit  institu- 
tion, and  (5)  is  accredited  by  a  nationally  recognized  accrediting  agency  or 
association,  or  if  not  so  accredited,  is  an  institution  that  has  been  granted 
preaccreditation  status  by  such  an  agency  or  association  that  has  been  rec- 
ognized by  the  Secretary  for  the  granting  of  jpreaccreditation  status,  and  the 
Secretary  has  determined  that  there  is  satisfactory  assurance  that  the  insti- 
tution will  meet  the  accreditation  standards  of  such  an  agency  or  associa- 
tion within  a  reasonable  time.  Such  term  also  includes  any  school  which 
provides  not  less  than  a  one-year  program  of  training  to  prepare  students 
for  gainful  emplojmient  in  a  recognized  occupation  and  which  meets  the 
provision  of  clauses  (1),  (2),  (4),  and  (5).  Such  term  also  includes  a  public 
or  nonprofit  private  educational  institution  in  any  State  which,  in  lieu  of 
the  requirement  in  clause  (1),  admits  as  regular  students  persons  who  are 
beyond  the  age  of  compulsory  school  attendance  in  the  State  in  which  the 
institution  is  located. 
These  criteria  are  identical  to  those  which  are  required  for  institutional  participa- 
tion in  the  Federal  student  loan  program.  Indeed,  an  institution  which  wishes  to 
participate  in  any  Federal  student  financial  assistance  program  must  meet  these 
standards.  The  standards  are  designed  to  serve  a  gate-keeping  function — that  is, 
they  are  meant  to  allow  only  qualified  schools  to  gain  access  to  the  program,  while 
keeping  out  those  schools  deemed  unqualified. 

Unfortunately,  as  the  Subcommittee  found  in  its  investigation  of  the  Student 
Loan  Program,  this  gate-keeping  function  has  too  often  failed  to  meet  its  intended 
purpose  of  protecting  the  integrity  of  the  Federal  Government's  financial  aid  pro- 
grams. With  respect  to  the  Pell  Grant  Program,  the  same  is  true  once  again.  As  a 
result,  it  appears  that  numerous  ineligible  schools  have  gained  access  to  the  pro- 
gram and  have  used  that  access  to  abuse,  and  in  some  cases  possibly  to  defraud, 
the  system. 

Scope  of  the  Investigation 

As  the  Subcommittee  will  recall,  in  our  examination  of  the  student  loan  program 
we  focused  our  investigative  efforts  on  the  activities  of  certain  proprietary  trade 
schools  which  participated  in  the  program.  This  was  done  for  two  reasons:  (1)  infor- 
mation led  the  Staff  to  believe  that  abuses  within  the  proprietary  trade  school  sector 
were  particularly  egregious;  and  (2)  the  use  of  specific  case  studies  from  this  sector 
would  help  identify  programmatic  weaknesses  by  demonstrating  exactly  how  indi- 
vidual schools  were  able  to  take  advantage  of  the  system.  While  proprietary  trade 
schools  certainly  were  not  the  only  abusers  of  the  student  loan  program,  the  prob- 
lems we  uncovered  in  this  subset  of  schools  were  highly  illustrative  of  the  problems 
besetting  the  loan  program  on  the  whole. 
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Similarly,  our  investigation  of  the  Pell  Grant  Program  to  date  has  focused  on  a 
subset  of  Pell  Grant  participants — namely,  certain  "Judaic  Studies"  and  "Immigrant 
Culture"  programs  being  operated  in  the  greater  New  York  area.  As  distinguished 
from  the  trade  schools  previously  examined  by  the  Subcommittee,  these  schools  are 
all  not-for-profit  institutions. 

The  Stan  stresses  that  these  schools  should  not  be  confused  with  rabbinical 
seminaries,  which  provide  training  leading  to  ordination  in  the  Rabbinate.  The  focus 
of  our  inquiry  is  on  relatively  small  institutions,  operating  as  federally  tax-exempt 
religious  or  charitable  organizations,  which  offer  nothing  more  than  certificate  pro- 
grams for  non-vocational  studies. 

The  courses  offered  in  the  Judaic  Studies  programs  generally  consist  of  Hebrew 
language  training  and  study  of  various  religious  texts,  including  Bible,  Prophets, 
Ethics,  and  Codes.  These  classes  are  taught  through  a  variety  of  methods,  incmding 
"independent  study";  tuition  for  these  programs  often  runs  as  high  as  $1,200  per 
semester. 

The  Immigrant  Culture  Programs  (which  primarily  enroll  newly  arrived  Russian 
Jews)  consist  of  English  language,  Hebrew  language,  and  Judaic  Studies  courses. 
Thousands  of  students  have  attended  these  certificate  programs,  many  of  whom 
have  qualified  for  the  annual  maximum  $2,400  Pell  Grant  award. 

Again,  our  focus  on  these  specific  types  of  schools  rests  on  information  which 
leads  the  Staff  to  believe  that:  (1)  there  may  be  particularly  egregious  abuses  going 
on  in  some  of  these  schools;  and  (2)  an  examination  of  the  activities  of  these  schools 
may  reveal  broader  systemic  weaknesses  within  the  Pell  Grant  Program  as  a  whole. 
The  Staff  wishes  to  stress  that  our  investigation  of  these  schools  is  not  meant  to 
imply  that  they  are  the  only  abusers  of  the  Pell  Grant  Program.  We  are  aware  that 
other  types  of  institutions,  including  proprietary  trade  schools  and  non-profit  four- 
year  universities,  have  engaged  in  what  might  be  considered  inappropriate,  and  in 
some  cases  improper,  activities  involving  Pell  grant  funds. 

Indeed,  over  the  past  few  years,  the  Department  of  Education's  Office  of  Inspector 
General  has  cited  a  number  of  trade  schools  for  Pell  Grant  abuses  involving  tens 
of  millions  of  dollars.  Among  the  abuses  cited  by  the  Inspector  General  were  schools 
which  received  Pell  Grants  for  ineligible  programs,  schools  which  inflated  attend- 
ance costs  and  program  lengths,  and  schools  which  disbursed  grants  to  ineligible 
students. 

In  addition,  the  Staff  has  learned  of  certain  questionable  activities  on  the  part  of 
a  non-profit,  four-year  college  which  appears  to  oe  subsidizing  its  operations  in  part 
by  sponsoring  more  than  40  oflF-campus  sites  offering  the  college's  program  of  study 
leading  to  an  Associates  Degree  in  liberal  arts.  We  investigated  allegations  that  the 
off-campus  programs  were  being  used  to  abuse  both  State  and  Federal  student  grant 
programs.  The  sites,  by  gaining  access  to  financial  aid  through  the  college's  eligi- 
bility, have  drawn  down  millions  of  dollars  of  Pell  Grant  funds.  These  funds  have 
been  used  to  totally  finance  the  program,  pay  students  for  their  attendance,  and 
provide  profit  for  all  involved.  Clearly,  these  are  not  the  goals  of  the  Pell  Grant  pro- 
gram. The  Staff  will  report  on  this  college  this  morning. 

While  it  thus  appears  that  Pell  Grant  abuse  may  be  widespread,  we  believe  that 
a  review  of  the  participation  of  the  Judaic  Studies  and  Immigrant  Culture  programs 
is  particularly  warranted,  given  the  serious  allegations  received  by  the  Subcommit- 
tee, and  will  provide  the  Subcommittee  with  a  most  instructive  case  study. 

Our  initial  investigation  has  revealed  that  problems  within  this  particular  subset 
of  Pell  Grant  participants  are  longstanding.  Indeed,  as  far  back  as  1977,  a  review 
of  one  such  program  oy  the  Department  of  Education  found  many  of  the  same  prob- 
lems which  we  are  currently  encountering,  including:  (1)  ineligible  grant  recipients; 
(2)  falsification  of  student  applications;  (3)  variable  tuition  charges  based  on  the 
amount  of  Pell  Grant  received  by  the  student;  (4)  an  absence  of  receipts  for  credits 
to  student  accounts;  and  (5)  inadequate  custody  of  Federal  funds. 

In  1980,  the  then-Department  of  Health,  Education  and  Welfare  took  emergency 
action  to  withhold  funds  from  eight  yeshivas  and  seminaries  due  to,  among  other 
things,  processing  grant  applications  for  ineligible  students;  using  false  names  and 
social  security  numbers;  and  failing  to  provide  the  Government  with  access  to  their 
records.  Many  of  the  cases  under  investigation  today  by  the  Department  of  Edu- 
cation involve  similar  allegations,  and  the  Department  still  encounters  difficulty  in 
gaining  access  to  relevant  records  of  many  Judaic  Studies  and  Immigrant  Culture 
schools. 

In  1981,  the  Department  of  Education's  Inspector  General  referred  to  the  Crimi- 
nal Division  of  the  Department  of  Justice  a  list  of  57  yeshivas  and  seminaries  for 
investigation  and  possiole  prosecution  in  connection  with  allegations  of  falsification 
of  student  Pell  Grant  applications.  Included  in  this  list  was  one  of  the  schools  which 
the  Staff  is  currently  investigating. 
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In  1983,  both  the  Inspector  General  and  the  Department  of  Justice  investigated 
allegations  that  a  consultant  to  a  number  of  yeshivas  had  improperly  obtained  eligi- 
bility for  non-accredited  institutions  and  had  submitted  false  statements  for  the  pur- 
pose of  obtaining  Pell  Grant  funds  for  fictitious  or  ineligible  students.  This  consult- 
ant continues  to  advise  yeshivas  today  and,  in  fact,  is  an  adviser  to  a  number  of 
the  schools  which  we  have  under  review. 

It  thus  appears  that  questionable  Pell  Grant  practices  among  the  Judaic  Studies 
schools  are  not  only  longstanding,  but  also  widespread.  In  addition,  it  appears  that 
among  many  of  these  schools  the  modus  operandi  is  almost  identical.  With  respect 
to  the  activities  of  the  approximately  50  such  schools  in  the  New  York  area  in  par- 
ticular, the  recent  analysis  of  a  high-ranking  Department  of  Education  official  un- 
derscores the  need  for  today's  hearing  and  those  which  will  follow  it.  A  1992  memo- 
randum, written  by  a  Regional  Director  for  the  Department  concerning  the  eligi- 
bility of  these  schools,  states: 

A  growing  body  of  evidence  suggests  that  their  continued  participation 
must  be  examined  in  order  to  protect  the  Federal  Government  from  fraud, 
abuse  and  unreasonable  loss  of  taxpayers  dollars. 

Our  purpose,  then,  in  pursuing  an  mvestigation  of  these  schools  is  not  to  deni- 
grate the  value  of  religious  training  in  general,  nor  to  question  the  intrinsic  worth 
of  any  specific  course  of  religious  study  in  particular.  Rather,  our  purpose  is  to  de- 
termine whether,  in  fact,  a  major  Federal  assistance  program  is  being  abused  or  de- 
frauded. To  the  extent  that  we  do  uncover  such  abuse  or  fraud,  our  ability  to  under- 
stand how  it  was  perpetrated  will  provide  invaluable  assistance  to  the  Congress  in 
determining  those  reforms  necessary  to  protect  this  and  other  such  programs  in  the 
future. 

Preliminary  Findings 

1.  Abuse  Continues  to  Exist 

On  the  basis  of  our  investigation  so  far,  it  appears  that  abuse  of  the  Pell  Grant 
Program  continues  to  exist  among  schools  offering  Judaic  Studies  and  Immigrant 
Culture  programs.  While  these  schools  purport  to  offer  standard  credit-hour  courses 
leading  to  a  certificate,  the  Staff  is  dubious  of  the  programs  actually  being  operated 
in  many  instances.  These  programs  do  not  offer  vocational  training,  and,  in  fact,  a 
number  of  them  admit  in  their  catalogues  that  their  programs  are  not  designed  to 
lead  to  any  type  of  employment  or  placement  opportunities.  The  Staff  has  been  un- 
able to  determine  how  these  schools  meet  the  requirements  of  an  "institution  of 
higher  education"  as  defined  in  The  Higher  Education  Act;  so  far,  no  one  at  the  De- 
partment of  Education  has  been  able  to  explain  it,  either. 

The  Staffs  review  of  the  course  catalogues  of  some  of  these  schools  shows  that 
for  the  most  part  their  programs  are  operated  as  independent  study  or  mentor  pro- 
grams. Students  enrolled  in  these  programs  rarely  receive  any  formal  classroom  in- 
struction and  are  given  little  in  the  way  of  books  or  other  school  materials.  Faculty 
at  these  schools  often  consists  of  little  more  than  members  of  the  local  Hasidic  com- 
munity. 

The  Immigrant  Culture  Programs  draw  upon  the  growing  Russian  Jewish  immi- 
grant population  in  the  New  York  area.  According  to  one  school's  catalogue,  courses 
in  these  programs  are  designed  to  fill  this  population's  "burning  intellectual  and 
spiritual  need,  through  a  program  of  academics  designed  to  mold  the  student  cul- 
turally and  acclimate  him  to  the  American/Jewish  scene."  Initial  indications,  how- 
ever, are  that  many  of  these  "students"  are  elderly  men  and  women — some  in  their 
80*8 — who  occasionally  meet  in  someone's  home  or  in  local  community  buildings  to 
be  "taught"  by  fellow  immigrants.  A  student  at  one  school,  an  elderly  Russian  immi- 
grant, described  her  studies  to  the  Staff  by  saying,  "they  teach  us  English  and  tell 
us  nice  Bible  stories."  This  student,  or  more  accurately  this  students  school,  re- 
ceived $2,400  in  Pell  Grant  funds  for  this  type  of  instruction.  In  addition,  nearly 
2,000  of  her  "classmates"  also  received  Pell  Grants. 

Tuition  charged  for  these  simple  programs  often  runs  in  the  thousands  of  dollars. 
It  appears  to  the  Staff  that  the  tuition  charges  at  these  schools  bear  no  relation  to 
the  actual  cost  of  delivery  of  this  education;  rather,  it  seems  that  tuition  is  being 
artificially  inflated  in  order  to  qualify  students  for  the  maximum  amount  of  a  Pell 
Grant  award.  Indeed,  in  a  number  of  cases  the  Staff  has  reviewed,  the  tuition 
charged  was  either  exactly  equal,  or  closely  approximate,  to  the  $2,400  maximum 
available  under  the  Pell  Grant  Program.  Moreover,  in  those  instances  where  tuition 
charges  did  exceed  the  amount  of  a  student's  Pell  Grant  award,  it  appears  that 
some  schools  have  waived  the  balance  of  the  student's  tuition  bill.  Preliminary  indi- 
cations are  that  for  many  of  these  schools,  the  majority  of  their  income  is  derived 
from  Pell  Grant  funds. 
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It  should  be  emphasized  here  that  we  are  deaUng  with  much  more  than  a  handful 
of  students  and  a  few  thousand  dollars  in  grants.  One  school  the  Staff  is  currently 
investigating  received  an  aggregate  of  over  $22  million  for  more  than  10,000  stu- 
dents in  the  past  decade.  Another  school  has  received  over  $13  million  for  6,400  stu- 
dents in  the  same  period,  while  two  others  have  each  received  close  to  $11  million 
for  5,000  students. 

It  also  appears  that  some  of  these  schools  actively  attempt  to  attract  students  by 
offering  them  so-called  stipends  to  enroll  in  courses.  The  Staff  questions  whether 
these  stipends  are,  in  reality,  nothing  more  than  kickbacks  in  order  to  encourage 
Pell  Grant-eligible  students  to  attend  a  particular  school.  In  the  instances  the  Staff 
has  reviewed  to  date,  the  majority  of  students  receiving  these  stipends  have  been 
students  receiving  Pell  Grants.  Although  the  stipends  generally  only  amount  to  a 
few  hundred  dollars  per  semester,  those  receiving  these  stipends  are  for  the  most 
part  newly  arrived  immigrants  for  whom  a  few  hundred  dollars  is  a  tremendous 
amount  of  money. 

In  one  such  instance,  a  school  offered  to  provide  instructors  for  an  English  lan- 
guage course  being  provided  free  of  charge  to  Russian  immigrants  by  a  local  commu- 
nity center.  The  school  informed  the  community  center  that  it  could  arrange  a  pro- 
gram whereby  the  immigrants  could  receive  a  $400-per-year  stipend  and  receive 
English  courses  at  no  cost.  The  community  center  agreed  to  this  arrangement,  and 
the  school  began  enrolling  hundreds  of  immigrants  in  its  classes.  According  to  the 
community  center's  executive  director,  the  students  were  not  only  happy  to  be  learn- 
ing English,  but  were  particularly  happy  that  they  were  being  paid  to  attend  class- 
es. As  it  turned  out,  however,  part  of  the  enrollment  process  for  these  "no  cost" 
courses  involved  having  the  students  sign  a  Pell  Grant  application.  Since  the  major- 
ity of  these  students  had  a  very  limited  command  of  the  English  language  (as  evi- 
denced by  the  fact  that  they  were  taking  English  language  courses  in  the  first 
place),  it  is  doubtful  that  they  understood  what  they  were  signing  or  that  they  un- 
derstood that  they  were  enrolling  in  a  course  paid  for  entirely  by  the  Federal  Gov- 
ernment. 

In  addition  to  the  examples  of  problems  and  abuses  the  Staff  has  described  above 
and  the  case  studies  we  will  present  this  morning,  the  Subcommittee  will  hear  testi- 
mony from  the  GAO  which  will  detail  numerous  specific  instances  of  fraud  and 
abuse  on  the  part  of  these  schools,  including  false  applications  and  the  brokering 
of  student  biographical  data. 

2.  Systemic  Weaknesses  Hinder  Ability  of  Department  to  Deter,  Detect,  and  Pursue 
Abuses 

These  t5T)es  of  abuses  raise  serious  questions  as  to  how  these  schools  were  able 
to  gain  access  to  the  Pell  Grant  Program  at  the  outset,  and  how  they  have  managed 
since  that  time  to  remain  in  the  program.  The  Staff  has  interviewed  numerous  offi- 
cials within  the  Department  of  Education,  both  program  officials  and  officials  from 
the  Office  of  Inspector  General.  We  have  also  reviewed  a  number  of  reports  relating 
to  the  Department's  activities  issued  by  the  General  Accounting  Office,  the  Inspector 
General's  Office,  and  the  Office  of  Management  and  Budget.  It  appears  from  our 
preliminary  work  that  the  Subcommittee's  1991  findings  with  respect  to  the  Depart- 
ment's administration  of  the  Student  Loan  Program  are  equally  applicable  to  its 
handling  of  the  Pell  Grant  Program — namely,  the  Department  has  been  inefficient 
and  ineffective  in  carrying  out  its  responsibilities  under  this  program. 

In  part,  the  Department's  failure  in  this  regard  can  be  traced  to  its  turbulent  his- 
tory. The  findings  of  a  1993  GAO  report  are  particularly  elucidating  on  this  point: 
Over  the  past  12  years,  the  Department  has  found  fulfilling  its  mission 
increasingly  difficult.  While  its  staff  has  steadily  decreased,  its  work  load 
has  grown.  ED  was  hit  harder  by  the  reductions-in-force  of  the  1980's  than 
any  other  Cabinet  department.  By  fiscal  year  1991,  ED's  use  of  full-time- 
equivalent  employees  had  declined  33  percent  from  its  fiscal  1981  level.  Yet 
throughout  this  period.  Congress  gave  the  Department  responsibility  for  70 
new  Federal  programs. 


Exacerbating  the  work  load  problems  was  ED's  culture  and  negative  self-image. 
Early  leadership  did  not  enhance  the  self-image:  The  first  Secretary  of  Education 
had  only  a  few  months  in  which  to  try  to  organize  the  Department  before  a  new 
administration  took  office.  The  next  Secretary  made  dismantling  the  Department  a 
formal  goal  and  did  not  request  a  budget  for  it  in  fiscal  years  1983  and  1984.  Subse- 
quent Secretaries  focused  on  external  policy  agendas,  devoting  little  attention  to  de- 
partmental management. 
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The  GAO  went  on  to  state  that  the  lack  of  attention  to  Department  management 
extended  to  the  financial  management  of  the  Department,  which  it  found  suffered 
from  "a  lack  of  a  unifying  vision  and  clear  priorities."  According  to  the  GAO: 

In  the  past,  some  managers  discounted  fiscal  integrity  as  a  goal,  believing 
that  the  Department  existed  largely  to  get  money  out  to  States  and  local 
grantees  on  time.  As  a  result,  ED  focused  too  much  on  the  execution  of  pro- 
gram funding  activities  and  too  little  on  program  accountability.  This  focus 
has  contributed  to  the  mounting  problems  with  student  financial  assistance 
and  other  financial  management  weaknesses. 
Indeed,  it  appears  to  the  Staff  that  with  respect  to  the  Pell  Grant  Program,  the 
Department  has  been  much  more  effective  at  giving  money  away  than  it  has  been 
at  ensuring  that  those  to  whom  the  money  is  given  are  appropriate  recipients. 

a.  Gatekeeping  Functions  Not  Working 

One  of  the  areas  in  which  the  Department  has  been  ineffective  has  been  its  gate- 
keeping functions  with  respect  to  institutional  participation.  In  a  1992  semi-annual 
report,  the  Department's  Inspector  General  stated: 

Our  work  in  recent  years  has  shown  that  the  Department's  gate-keeping 
systems — which  control  participation  of  schools  in  the  student  aid  pro- 
grams— are  flawed.  As  a  result,  billions  of  dollars  available  through  loans 
and  grants  are  at  risk  each  year. 


Our  reviews  over  the  last  3  years  of  the  accreditation,  eligibility  and  certification 
processes  have  revealed  serious  deficiencies  that  have  allowed  "problem  schools"  to 
participate  in  the  Department's  student  financial  assistance  programs,  often  with 
results  harmful  to  the  integrity  of  the  programs  and  the  interests  of  the  Nation's 
taxpayers. 

Unfortunately,  these  revelations  are  not  new  to  this  Subcommittee.  Indeed,  one 
of  the  major  findings  of  our  1990  examination  of  the  Student  Loan  Program  was 
that  the  triad  of  State  licensure,  independent  accreditation,  and  Departmental  cer- 
tification was  not  effective  at  screening  out  institutions  which  did  not  belong  as  par- 
ticipants in  that  program.  Three  years  later,  it  appears  that  the  same  findings  hold 
true  with  almost  equal  force  to  the  Pell  Grant  Program.  Without  repeating  all  of 
our  previous  findings  in  this  area,  we  would  like  to  focus  on  a  few  aspects  of  the 
gate-keeping  function  which  have  particular  application  to  the  participation  of  the 
Judaic  Studies  schools  in  the  Pell  Grant  Program. 

One  of  the  statutory  requirements  for  institutional  participation  in  the  Pell  Grant 
Program  (or  any  other  Federal  student  financial  assistance  program)  is  that  an  in- 
stitution be  legally  authorized  to  provide  a  program  of  postsecondary  education  by 
the  State  in  which  it  operates.  In  the  case  of  the  yeshivas  and  seminaries  offering 
Judaic  Studies  programs,  the  New  York  State  Department  of  Education  has  for  dec- 
ades maintained  a  policy  that  these  schools  have  "absolutely  no  accredited  status 
as  an  institution  of  higher  education  in  New  York  State."  While  these  schools  do 
have  "charter  rights  under  the  Religious  Corporation  Law  to  prepare  candidates  for 
the  Jewish  Rabbinate,"  New  York  has  determined  that  they  have  "no  legal  status 
to  offer  courses  for  secular  credit  or  to  confer  degrees."  On  the  basis  of  this  deter- 
mination. New  York  has  excluded  these  schools  from  its  own  State  financial  assist- 
ance programs. 

Despite  the  inability  of  these  schools  to  meet  the  basic  requirement  of  State  licen- 
sure, the  Department,  in  1967,  determined  that  they  could  nevertheless  participate 
in  Federal  student  financial  assistance  programs.  According  to  a  1992  Department 
memorandum,  this  determination  was  "based  on  the  assumption  that  the  rabbinical 
schools  were  making  'a  unique  and  meaningful  educational  contribution  to  a  large 
segment  of  the  American  population.'" 

In  1980,  the  Department  s  Inspector  General  questioned  the  eligibility  of  these 
schools  on  that  basis.  In  response,  the  Department's  Office  of  General  Counsel 
opined  that  the  policy  was  "legally  supportable,"  yet  suggested  that  the  Department 
might  want  to  consider  a  new  policy  for  the  future.  The  General  Counsel  deter- 
mined, however,  that  if  the  policy  were  to  be  changed,  notice  and  comment  rule- 
making procedures  would  have  to  be  followed.  Such  action  was  never  taken. 

A  second  statutory  requirement  for  institutional  participation  is  that  a  school  be 
accredited  by  a  nationally  recognized  accrediting  agency  approved  by  the  Secretary 
of  Education.  The  purpose  of  tnese  accrediting  agencies  is  to  serve  as  reliable  au- 
thorities on  the  quality  of  training  being  offered  oy  various  institutions.  Until  just 
last  year,  however,  the  Higher  Education  Act  contained  a  statutory  loophole  for 
those  schools  which  could  not  meet  the  accreditation  requirement. 
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Under  what  came  to  be  known  as  the  3IC  rule,  an  institution  which  was  not  ac- 
credited could  nonetheless  be  eligible  for  participation  if  its  credits  were  accepted, 
on  transfer,  by  not  less  than  three  institutions  which  were  accredited.  Many  of  the 
Judaic  Studies  schools  used,  and  apparently  abused,  this  rule  to  gain  access  to  the 
Pell  Grant  Program. 

One  such  school  initially  became  eligible  under  the  SIC  rule  in  October,  1979. 
Less  than  2  months  later,  the  Department  took  action  to  remove  the  school's  eligi- 
bility after  learning  that  the  school's  students  had  never  actually  enrolled  in  one 
of  the  institutions  submitted  as  accepting  their  credits.  In  November,  1980,  the 
school  was  again  permitted  to  participate  in  the  program  after  submitting  different 
institutions  for  3IC  consideration.  At  the  same  time,  however,  the  Department's  In- 
spector General  was  investigating  the  school  for  falsely  certifying  that  its  students 
had  enrolled  at  another  of  the  institutions  submitted  under  3IC. 

On  the  basis  of  this  investigation,  the  school  was  once  again  declared  ineligible, 
and  funding  for  the  school  was  stopped  in  October,  1981.  Two  years  later,  however, 
the  school  was  declared  eligible  under  the  SIC  method,  and  funding  was  resumed. 
By  1984,  though,  the  Inspector  General  was  again  investigating  problems  with  the 
school's  SIC  eligibility.  Nevertheless,  the  school  remained  eligible  under  this  method 
until  1988,  when  it  obtained  pre-accreditation  status  from  a  recognized  accrediting 
agencv. 

With  the  repeal  of  the  SIC  rule,  schools  were  required  to  obtain  accreditation  from 
a  recognized  accrediting  agency.  In  the  late  1980's,  this  was  a  relatively  simple  mat- 
ter because,  as  the  Subcommittee  pointed  out  in  its  1990  hearings,  many  accrediting 
agencies  did  very  little  to  assure  that  schools  provided  the  quality  of  education  re- 

Suired  for  participation  in  student  assistance  programs.  Indeed,  the  school  we  have 
escribed  above  was  easily  able  to  obtain  accreditation  from  an  accrediting  agency 
once  the  SIC  rule  was  repealed. 

Since  this  Subcommittee's  hearings,  however,  the  Department  of  Education  has 
taken  a  tougher  stance  with  respect  to  accrediting  agencies,  and  the  agencies  them- 
selves have  tightened  their  standards.  In  fact,  the  very  accrediting  agency  which 
had  accredited  the  school  described  above  has,  in  July  199S,  instituted  new  policies 
and  procedures  concerning  the  accreditation  of  Judaic  Studies  programs.  The  tight- 
ening of  accreditation  standards  for  these  schools  is  particularly  noteworthy,  be- 
cause the  Staff  has  recently  learned  that  a  number  of  these  schools  have  under- 
taken a  lobbying  effort  to  have  the  SIC  rule  restored  to  the  statute. 

b.  Program  Compliance  Review  Ineffective 

Once  an  institution  has  been  granted  access  to  the  Pell  Grant  Program,  it  is  the 
responsibility  of  the  Department's  program  review  staff  to  ensure  that  the  institu- 
tion continues  to  comply  with  the  program's  statutory  and  regulatory  requirements. 
A  school's  failure  to  comply  could  subject  it  to  limitation,  suspension,  or  termination 
from  the  program.  This  review  process  thus  serves  an  important  function  in  main- 
taining the  integrity  of  the  program.  Our  review  to  date,  however,  has  revealed  a 
review  function  which  has  been  rendered  ineffective  due  to  lack  of  manpower,  re- 
sources, and  training. 

The  Department's  program  review  staff,  scattered  throughout  its  nine  Regional 
Offices,  consists  of  89  non-supervisory  institutional  review  employees.  These  employ- 
ees are  charged  not  only  with  reviewing  the  approximately  6,300  schools  which  par- 
ticipate in  the  Pell  Grant  Program,  but  all  7,000  schools  participating  in  any  Fed- 
eral financial  assistance  program.  Such  a  limited  staff  is  obviously  incapable  of  re- 
viewing every  participating  institution  on  anything  even  close  to  a  yearly  basis.  In 
fact,  the  Departments  own  statistics  show  that  during  the  1980's,  its  program  re- 
view staff  conducted  on  average  only  660  reviews  a  year.  Prior  to  an  ongoing  con- 
centrated effort,  the  last  time  most  of  the  Judaic  Studies  schools  under  investigation 
by  the  Staff  were  reviewed  by  the  Department  was  in  the  early  to  mid-1980's. 

The  Department  provided  the  following  information  relative  to  the  reviews  con- 
ducted of  student  financial  aid  participating  institutions: 

U.S.  DEPARTMENT  OF  EDUCATION  STUDENT  FINANCIAL  ASSISTANCE  PROGRAMS 

Program  Reviews 

Fiscal  Year  '"Ss^'       Employees 

1981  

1982 

1983 

1984 

1985 

1986 


1,058 

55 

510 

47 

648 

49 

721 

54 

763 

56 

417 

52 
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U.S.  DEPARTMENT  OF  EDUCATION  STUDENT  FINANCIAL  ASSISTANCE  PROGRAMS— 

Continued 
Program  Reviews 


c  1  v/  Institutional  Pmnlnuooc 

Fiscal  Year  reviews  fcrnpioyees 


1987 320  55 

1988 679  52 

1989 820  83 

1990                         1,137  88 

1991 !  "!"!!!!!!!!!!!!!!!"!!!!I!!!I!Z".!!! 1.017  95 

^9xZZZZZZZZZZZZZ'"Z""".'. ^03 92 

So,  in  12  years,  the  Department  has  conducted  only  8,793  program  reviews. 
Today,  there  are  over  7,000  schools  participating  in  these  programs.  The  odds  are 
in  the  favor  of  the  dishonest  school  administrator  or  owner.  As  one  senior  Depart- 
ment of  Education  employee  told  the  Staff,  "We  are  being  beaten  at  every  turn.  The 
crooks  open  a  new  school,  run  thousands  of  students  through  their  program,  close 
their  school,  and  retire  as  millionaires  before  they  were  even  scheduled  for  a  pro- 
gram review." 

The  Department's  New  York  Regional  Office,  under  whose  jurisdiction  most  of  the 
Judaic  Studies  Schools  participating  in  the  program  fall,  has  1 1  program  compliance 
employees  who  are  responsible  for  a  total  of  850  schools  in  three  States,  the  Virgin 
Islands,  and  Puerto  Rico. 

As  the  attached  chart  (Appendix  C)  indicates.  New  York  and  Puerto  Rico  schools 
are  in  the  top  four  jurisdictions  for  Pell  Grant  awards. 

In  addition  to  being  understaffed,  the  program  review  specialists  apparently  are 
woefully  undertrained.  Despite  being  charged  with  determining  compUance  with  the 
extremely  complex  law  ana  regulations  covering  Title  IV  financial  assistance  pro- 
grams, and  providing  technical  guidance  to  participating  schools,  these  Government 
employees  receive  no  formal  training  in  their  primary  job  functions — everything 
they  know  has  been  learned  on  the  job.  In  its  recent  report  on  the  Department's 
management  problems,  the  GAG  stated  that,  "ED  has  been  unsuccessful  in  develop- 
ing and  upgrading  the  skills  of  its  current  work  force  due  to  insufficient  training 
resources.  Moreover,  subsequent  to  our  last  investigation,  a  1991  joint  Office  of 
Management  and  Budget/Department  of  Education  study  on  student  financial  as- 
sistance found  "serious  weaknesses  in  human  resource  management,  particularly 
the  lack  of  employees  with  adequate  financial,  accounting,  and  analysis  skills,  train- 
ing, and  technical  leadership." 

In  the  Subcommittee's  1991  report  on  the  Student  Loan  Program,  it  was  noted 
that  the  Department's  program  review  staff  oflen  did  not  recognize  potential  fraud 
or  other  criminal  misconduct  because  of  a  lack  of  any  criminal  investigative  train- 
ing. As  a  result,  the  Subcommittee  found  that  the  compUance  staff  often  relied  on 
the  Inspector  General's  Office  to  detect  and  pursue  these  cases,  leaving  that  Office 
tremendously  overburdened.  The  Subcommittee  recommended  that  the  Department 
recognize  the  propensity  for  fraud  and  abuse  by  its  program  participants  and  pro- 
vide its  program  compliance  staff  with  criminal  training.  Our  interviews  with  De- 
partment personnel,  however,  reveal  that  this  recommendation  has  not  been  acted 
upon  and  that  program  review  staff  still  rely  heavily  on  Inspector  General  personnel 
for  fraud  detection.  ^ 

At  the  same  time,  interviews  with  officials  fi^om  the  Inspector  General's  Office  re- 
veal that  that  Office  remains  overburdened.  The  Inspector  General  himself  told  the 
Staff,  "There  are  a  lot  of  things  out  there  that  I  know  in  my  heart  are  wrong,  but 
we  haven't  been  able  to  look  at  them."  The  Inspector  General  specifically  cited  the 
Pell  Grant  Program  as  one  of  those  areas  where  more  work  was  needed,  especially 
because  of  the  limited  amount  of  checks  and  balances  on  the  outflow  of  money  from 
that  program  as  compared  to  other  student  financial  assistance  programs. 

c.  Closed  School  Procedures  Lacking 

One  of  the  problems  we  noted  in  our  examination  of  proprietary  school  participa- 
tion in  the  Student  Loan  Program  was  the  fact  that  many  of  these  schools  termi- 
nated operations  in  mid-year  and  walked  off  with  loan  and  grant  monies  which 
should  have  been  refunded  to  the  students  and  the  Federal  Government.  The  Sub- 
committee recommended  that  the  Department  improve  its  procedures  so  that  it 
moves  quickly  to  audit  these  closed  schools  in  order  to  determine  potential  losses 
and  attempt  to  collect  monies  owed. 

It  appears,  however,  that  the  same  systemic  weaknesses  and  lack  of  staff,  train- 
ing, and  resources  which  has  hindered  the  Department's  effectiveness  in  its  gate- 
keeping and  compliance  functions  are  also  hindering  the  Department's  ability  to  ef- 
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fectively  audit  schools  which  have  closed.  This  problem  was  recognized  by  both  the 
Department  and  the  Office  of  Management  and  Budget  as  early  as  1989,  during 
their  joint  review  of  "high  risk"  areas  within  Education.  As  a  result  of  that  review, 
a  joint  OMB  and  Education  task  force  on  closed  schools  was  formed. 

The  task  force  ultimately  led  to  the  creation,  in  April  1991,  of  a  Closed  School 
Section  under  the  new  Special  Initiatives  Branch  in  the  Department.  The  purpose 
of  this  new  Section  is  to  address  issues  of  assisting  students  affected  by  school  clos- 
ings and  to  coordinate  the  recovery  of  funds  owed  to  the  Department.  Our  initial 
review,  however,  indicates  that  the  Section  is  woefully  understaffed  to  handle  the 
volume  of  work  generated  by  numerous  school  closings  even^  year. 

The  Closed  School  Section  has  a  staff  of  just  six  people.  These  six  employees  must 
coordinate  actions  resulting  from  the  closvire  of  from  25  to  30  schools  a  month,  as 
well  as  handle  approximately  100  phone  calls  and  20  letters  a  week  from  students 
affected  by  school  closures.  Department  personnel  have  told  the  Staff  that  while 
they  are  able  to  keep  up  with  verifying  that  schools  are  actually  closed,  and  with 
notifying  appropriate  offices  both  within  the  Department  and  related  Federal  and 
State  agencies,  the  section  has  only  one  person  who  coordinates  the  actions  involved 
with  recovering  funds  owed  the  Department.  As  with  the  other  areas  examined  by 
the  Staff,  the  Closed  School  Section  is  still  in  the  process  of  formalizing  procedures 
to  be  used. 

Not  surprisingly,  schools  that  do  close,  according  to  Department  officials,  are  not 
conscientious  in  providing  close-out  audits  of  their  programs.  If  schools  do  not  pro- 
vide these  audits,  the  Department  has  few  resources  available  to  attempt  to  collect 
the  records  from  the  school  and  audit  the  books  themselves.  The  Department  stated 
that  if  they  have  time  and  the  situation  warrants,  region  staff  will  visit  the  school's 
site  to  attempt  to  obtain  documentation  necessary  to  quantify  the  potential  loss. 
One  Department  official,  however,  told  the  Staff,  "The  trade  schools  are  beating  the 
Government  time  and  time  again.  School  owners  are  becoming  millionaires  over- 
night, leaving  a  trail  of  uneducated  students  and  defrauded  taxpayers."  He  said  that 
"Schools  are  popping  up,  raking  in  Pell  money,  and  closing  their  doors  before  the 
Department  has  any  idea  the  school  is  closed."  According  to  this  official,  the  lack 
of  closed  school  procedures  has  allowed  the  responsible  parties  to  walk  away  with 
hundreds  of  thousands,  if  not  millions  of  dollars,  in  Pell  grant  money,  with  virtual 
impunity. 

3.  Reforms  at  the  Department  of  Education 

Despite  the  negative  tone  of  our  testimony,  there  is  some  hope  that  the  Federal 
Government  is,  at  least,  on  track  to  correct  some  of  these  abuses. 

Following  the  Subcommittee's  1990  hearings  into  fraud,  waste,  abuse,  and  mis- 
management in  Federal  Guaranteed  Student  Loan  Programs,  the  Office  of  Student 
Financial  Assistance  Programs  was  reorganized,  creating  the  "Institutional  Partici- 
pation and  Oversight  Service,"  which,  for  the  first  time,  coordinates  the  certification 
and  eligibility,  accreditation  and  State  licensing,  program  review  and  compliance  op- 
erations within  the  Department.  The  Guarantor  and  Lender  Oversight  Staff  and  the 
Accounting  and  Financial  Management  Service  are  focusing  on  improved  monitoring 
and  systems  development  in  their  areas.  The  Staff  notes  with  much  optimism  that 
there  seems  to  be  a  renewed  outlook  by  both  upper  management  and  the  career  em- 
ployees regarding  their  charge  to  protect  Federal  funds  from  fraud  and  abuse,  but 
much  work  remains. 

In  1992,  the  Congress  reauthorized  The  Higher  Education  Act,  which  included  key 
provisions  to  strengthen  program  integrity  and  to  enable  the  Department  of  Edu- 
cation to  take  decisive  action  against  abusive  schools.  While  the  Department  is 
working  to  draft  regulations  to  implement  the  new  law,  it  will  clearly  take  several 
years  for  the  new  policies  to  take  full  effect.  The  Department's  leadership  is  very 
optimistic  that,  with  full  Congressional  support  and  adequate  funding,  it  can  and 
will  be  able  to  assure  that  Federal  student  aid  funds  are  being  properly  and  wisely 
used. 

Mr.  Chairman,  this  concludes  our  general  testimony.  The  following  is  a  summary 
of  our  findings  relative  to  three  schools  we  examined. 

Bais  Fruma 

BACKGROUND  AND  DESCRIPTION  OF  BAIS  FRUMA'S  PROGRAM 

Bais  Fruma,  located  in  the  Boro  Park  section  of  Brooklyn,  is  a  non-profit  religious 
corporation  which  offers  a  five-year  post-secondary  certificate  program  in  Judaic 
Studies.  Begun  in  1980,  Bais  Fruma  is  affiliated  with  the  Munkacser  Hasidic  move- 
ment, a  branch  of  Hasidic  Judaism  which  has  its  roots  in  Hungary.  The  school  itself 
is  named  after  the  mother  of  Rabbi  Moshe  L.  Rabinowitz,  the  leader  of  the  Amer- 
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ican  Munkacser  community.  Bais  Fruma  has  participated  in  the  Federal  Pell  Grant 
Program  since  1983. 

Bais  Fruma's  affiliation  with  the  Hasidic  movement  is  an  important  factor  to  ap- 
preciate in  order  to  understand  the  type  of  program  offered  by  the  school  and  why 
its  continued  participation  in  the  Pell  Grant  Program  raises  questions.  The  Hasidic 
movement  is  an  ultra-orthodox  movement  within  Judaism  which  dates  back  to  18th 
century  Europe.  The  movement  is  characterized  by  its  religious  zeal  and  its  empha- 
sis on  prayer  and  study.  For  Hasidim,  study  is  not  a  means  to  achieving  a  goal; 
rather,  it  is  a  goal  in  and  of  itself.  Indeed,  study  is  more  than  just  a  goal,  it  is  a 
religious  obligation.  Moreover,  study  is  not  a  strictly  defined  process  which  has  a 
clear  beginning,  middle,  and  end.  Study  within  this  community  is  a  never-ending 
process  in  which  new  understanding  and  new  insight  is  constantly  sought.  Bais 
Fruma's  own  school  bulletin  captured  the  essence  of  this  approach  when  it  described 
the  community  it  served  as  one  "famous  for  its  fervency,  ardor,  and  passion  for 
study,  rumination,  and  application  of  classical  Judaic  literary  concepts." 

Thus,  although  it  is  estabUshed  on  paper  as  a  certificate-wanting  institution,  it 
is  clear  that  the  certificate  offered  by  Bais  Fruma  has  little,  if  anything,  to  do  with 
its  true  mission.  TTiis  is  readily  evident  from  Bais  Fruma's  own  documents.  Accord- 
ing to  its  1991-1993  Bulletin,  "Bais  Fruma  is  a  post-secondary  school  of  Hebraic 
and  Judaic  studies  focusing  on  the  promulgation  of  life-long  learning  and  intellec- 
tual enrichment."  Its  "primary  objective,"  as  stated  in  the  Bulletin,  is  "the  oflFering 
of  educational  opportunities  for  adults  who  desire  to  pursue  time-honored  Jewish 
scholarship." 

The  school's  mission  is  further  described  in  a  1991  Analytical  Self-Evaluation  Re- 
port provided  by  Bais  Fruma  to  the  Accrediting  Commission  for  Continuing  Edu- 
cation and  Training  (ACCET),  its  accrediting  agency.  In  that  report  Bais  Fruma 
states  as  follows: 

Bais  Fruma's  raison  d'etre  emanates  from  its  fundamental  belief  in  the 
inalienable  right  of  every  individual  to  share  in  the  wisdom  of  his/her  herit- 
age, to  benefit  from  the  rich  cultural  legacy  which  it  transmits,  and  to  gain 
deeper,  intellectual  perspectives  of  the  classical  dimensions  of  its  philoso- 
phy, literature,  codes,  and  history. 
Bais  Fruma  emphasizes  that  it  is  a  non-vocational  institution  which  offers  its  stu- 
dents neither  placement  nor  job  referral  services.  In  this  regard,  Bais  Fruma's  Self- 
Evaluation  Report  contains  the  following  Placement  Disclaimer: 

Bais   Fruma's  Judaic  Studies  Certificate  program   is   a  non-vocational 
study  program.  It  offers  students  an  opportunity  for  personal  growth  and 
development,  rather  than  for  career  preparation  or  professional  progress.  In 
fact,  Bais  Fruma  does  not  guarantee  its  students  or  graduates  employment 
or  placement  as  a  result  of  their  studies  at  the  institution.  Neither  does 
Bais  Fruma  claim  in  any  way  to  advance  its  students'  earning  opportunities 
as  a  result  of  earning  the  Judaic  Studies  Certificate. 
The  program  offered  by  Bais  Fruma  is  structured  as  an  independent,  or  self-di- 
rected, study  program.  Bais  Fruma  provides  its  students  with  no  equipment,  no  sup- 
pHes,  no  books,  no  classrooms,  no  teachers,  and  no  classes.  Students  study  a  suWect 
on  their  own  under  the  guidance  of  a  mentor,  with  whom  they  are  supposed  to 
maintain  at  least  eight  contacts  during  a  semester.  According  to  Bais  Fruma's  Bul- 
letin, this  program  is  designed  to  "meet  the  needs  of  adults  who  prefer  to  study 
independently,  or  who  are  unable  to  attend  regular  classes  due  to  employment,  fam- 
ily obligations,  or  geographic  limitations." 

BAIS  fruma's  participation  in  the  pell  grant  program 

In  light  of  Bais  Fruma's  educational  structure,  philosophy,  and  objectives,  the 
Staff  questioned  how  this  school  was  allowed  in  the  first  instance  to  participate  in 
the  federally  funded  Pell  Grant  Program.  As  is  the  case  with  the  other  schools  we 
describe  in  this  Statement,  it  appears  that  the  gate-keeping  functions  envisioned  by 
the  Higher  Education  Act  once  again  proved  ineffective  at  preventing  the  entry  of 
a  questionable  school. 

Bais  Fruma  first  applied  for  approval  to  participate  in  Federal  student  financial 
assistance  programs  in  1983.  In  order  to  obtain  such  approval,  Bais  Fruma  had  to 
meet  three  major  statutory  reauirements:  (1)  that  it  be  legally  authorized  to  offer 
a  program  of  post-secondary  education  in  the  State  in  which  it  is  located;  (2)  that 
it  be  accredited  by  a  nationally  recognized  accrediting  agency  approved  by  the  Sec- 
retary of  Education;  and  (3)  that  it  be  certified  and  determined  to  be  eligible  by  the 
Department  of  Education. 

Because  of  its  status  as  a  religious  institution,  Bais  Fruma  is  not  licensed  by  the 
New  York  State  Department  of  Education  for  the  purpose  of  offering  courses  for 
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credit  or  conferring  degrees.  Although  it  thus  failed  to  meet  the  first  requirement 
for  program  participation,  namely  that  it  be  legally  authorized  within  its  State  to 
provide  a  program  of  post-secondary  education,  Bais  Fruma,  like  many  other  Judaic 
Studies  schools  in  New  York,  was  allowed  to  participate  in  these  Federal  programs 
on  the  basis  of  a  1967  determination  by  the  tnen-Office  of  Education  that  "rabbini- 
cal schools  were  making  'a  unique  and  meaningful  educational  contribution  to  a 
large  segment  of  the  American  population.'" 

Bais  Fruma  was  initially  determined  to  be  an  eligible  institution  for  financial  as- 
sistance programs  despite  the  fact  that  it  also  failed  to  meet  the  second  statutory 
requirement  that  it  be  accredited  by  a  recognized  accrediting  agency.  Again,  like  a 
number  of  Judaic  Studies  schools,  Bais  Fruma  utilized  a  statutory  loophole,  known 
as  the  3IC  rule,  to  get  around  the  accreditation  reauirement.  Under  the  3IC  riile, 
an  institution  which  is  not  accredited  could  nonetheless  be  eligible  for  participation 
if  its  credits  were  accepted  on  transfer  by  not  less  than  three  institutions  which 
were  accredited.  Bais  Fruma  used  the  SIC  alternative  to  accreditation  to  obtain  its 
initial  approval  in  1983,  and  again  to  obtain  reapproval  in  1986.  Congress  subse- 
quently repealed  the  3IC  rule  in  the  Higher  Education  Act  Amendments  of  1992. 
The  third  major  requirement  for  program  participation  includes  a  certification  by 
the  Department  of  Education  of  an  institution's  financial  and  administrative  capa- 
bilities and  a  determination  by  the  Department  that  the  institution  is  eligible  under 
the  definition  of  an  institution  of  higher  education.  With  respect  to  the  Department's 
determination  of  eligibility,  it  appears  to  the  Staff  on  the  oasis  of  a  review  of  the 
pertinent  documents  that  the  Department  may  have  been  misled  by  Bais  Fruma  as 
to  the  true  nature  of  Bais  Fruma's  educational  program. 

The  Department's  standard  form  for  requesting  institutional  eligibility  at  one  time 
contained  a  question  for  non-profit  institutions  as  to  whether  or  not  they  train  indi- 
viduals for  religious  vocations  or  to  be  teachers  of  religion.  In  its  initial  application 
in  1983,  and  in  its  subsequent  renewal  applications  in  1986  and  1989,  Bais  Fruma 
answered  "yes"  to  this  question.  This  answer  is  in  direct  contradiction  to  the  state- 
ments made  by  Bais  Fruma  concerning  its  history  and  mission  in  its  current  Bul- 
letin and  Self-Evaluation  Report.  Nowhere  in  either  of  those  documents  is  any  men- 
tion made  of  Bais  Fruma  having  at  any  time  prepared  students  for  religious  voca- 
tions or  to  be  teachers  of  religion. 

The  Staffs  review  of  the  Department's  eligibility  and  certification  files  for  Bais 
Fruma  uncovered  another  intriguing  document  in  this  regard.  It  is  an  eight  page 
typed  document  with  a  cover  page  entitled  "Bulletin,  Bais  Fruma,  1982-1983."  In 
the  upper  right-hand  comer  of  the  title  page  is  a  hand-written  notation  stating, 
"Hand-delivered  by  Rabbi  Tenenbaum,  5-24-83,  LR."  Rabbi  Tenenbaum  has  been 
a  consultant  to  a  number  of  Judaic  Studies  schools  over  the  years  and  has  helped 
many  of  them  to  obtain  eligibility  for  program  participation. 

This  Bulletin  exclusively  uses  the  words  "she"  and  "her"  when  making  generic  ref- 
erences to  students,  leaving  the  impression  that  Bais  Fruma  is  a  school  for  women. 
The  Bulletin  contains  no  listing  of  course  oflFerings,  nor  does  it  refer  to  the  school's 
program  as  being  one  of  independent  or  self-directed  study.  No  mention  is  made  of 
mentors.  On  page  seven  of  the  Bulletin,  under  the  heading  "Completion  of  Pro- 
gram," the  following  statements  are  made: 

Students  who  have  successfully  completed  the  Four  Year  Course  of  study 
and  fulfilled  all  requirements  receive  a  teachers  certificate,  entitling  them 
to  teach  in  the  grades  and  language  of  instruction  for  which  they  rnastered. 
The  Bais  Fruma  Institute  will  help  its  graduates  in  securing  teaching  posi- 
tions and  in  providing  professional  advice  and  help  whenever  needed. 
This  1982-83  Bulletin,  which  apparently  was  provided  to  the  Department  of  Edu- 
cation as  part  of  Bais  Fruma's  initial  application  for  eligibility,  portrays  the  school 
as  a  four-year  women's  teacher's  seminary  which  grants  teaching  certificates  in  Jew- 
ish education.  No  indication  is  given  that  Bais  Fruma  is  an  independent  study 
school  which  grants  certificates  in  a  non-vocational  Judaic  Studies  program. 

The  Staff  compared  this  typewritten  Bulletin  with  another  Bulletin  ft-om  Bais 
Fruma.  This  Bulletin  was  for  the  year  1984-1985,  a  year  after  Bais  Fruma  had  been 
approved  for  participation  in  the  Pell  Grant  program.  In  contrast  to  the  1982-83 
Bulletin,  this  one  was  typeset.  The  1984-85  Bulletin  was  much  more  extensive,  con- 
taining a  listing  of  courses  offered  and  other  information  not  contained  in  the  1982- 
83  Bulletin.  The  1984-85  Bulletin,  however,  contains  a  strange  anomaly.  On  page 
fourteen,  under  the  general  heading  "Assessment  of  Student  Performance,"  the  Bul- 
letin contains  the  same  language  about  students  having  successfully  completed  the 
program  receiving  a  teacher's  certificate.  On  page  sixteen,  though,  under  the  head- 
ing "Requirements  for  Graduation,"  the  Bulletin  states  that,  "Bais  Fruma  offers  an 
undergraduate  certificate  program  in  Judaic  Studies."  The  heading  for  "Require- 
ments for  Graduation"  is  listed  in  the  Bulletin's  Table  of  Contents;  the  heading  for 
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"Assessment  of  Student  Performance"  is  not.  Moreover,  this  Bulletin  refers  to  the 
program  as  one  of  independent  study,  describing  the  program  as  "a  flexible  program 
for  those  students  who  want  to  obtain  a  certificate  in  Judaic  Studies  but  cannot  at- 
tend regularly  scheduled  on-campus  classes.  .  .  ." 

By  the  time  Bais  Frvmia  published  its  1991-1993  Bulletin,  all  references  to  teach- 
er's certificates  and  job  placement  as  teachers  had  been  eliminated.  The  program 
portrayed  in  this  Bulletin  was  strictly  an  independent  study  program  leading  to  a 
certificate  in  Judaic  Studies  and  not  guaranteed  to  lead  to  any  employment  or  ca- 
reer advancement. 

It  is  possible  that  Bais  Fruma  started  out  as  a  women's  teacher's  seminary  and 
eventually  changed  over  to  a  broader  based  Judaic  Studies  program;  however,  none 
of  the  history  of  the  school  provided  in  its  current  Bulletin  or  in  its  Self-Evaluation 
Report  makes  any  reference  to  a  previous  incarnation  as  a  teacher's  seminary.  In 
fact,  Bais  Fruma's  Self-Evaluation  Report  provides  a  history  of  the  development  of 
the  school  which  states  that  it  ^ew  out  of  a  weekly  lecture  series  on  topics  of  Jew- 
ish interest  which  had  been  designed  to  cater  to  the  educational  needs  and  aspira- 
tions of  adults.  According  to  the  Self-Evaluation  Report, 

Ultimately,  some  .  .  .  participants  developed  into  a  highly  motivated 
group  which  met  on  its  own  following  each  lecture  to  further  discuss  the 
topic  and  to  study  the  sources  quoted  by  the  speaker.  This  development  was 
observed  by  Rabbi  Rabinowitz  who  recommended  that  the  study  group  be 
led  by  a  facilitator.  Following  several  months  of  "organization"  the  group 
approached  Rabbi  Rabinowitz  with  the  following  written  request: 

May  we  have  your  blessing  to  commence  an  ongoing  program  in  the 
Study  Hall  of  the  Munkacser  synagogue.  This  arrangement  will  enable  us 
to  study  at  our  convenience  in  a  spacious  and  comfortable  setting,  while 
being  surrounded  by  other  scholars. 

In  June  1980  Bais  Fruma  was  bom,  and  was  named  in  memory  of  Rabbi 
Rabinowitz'  mother.  The  first  group  of  registrants  started  their  mentored, 
independent  study  program  in  September  1980. 
Questions  as  to  Bais  Fruma's  development  and  initial  programs  could  certainly 
be  easily  answered  by  the  current  administration  of  the  scnool.  Indeed,  the  school's 
current  administrator.  Rabbi  Simcha  Waldman,  has  been  with  Bais  Fruma  since  its 
initial  application  for  program  eligibility.  Unfortunately,  Rabbi  Waldman,  and  every 
other  member  of  Bais  Fruma's  administration  and  management  have  refused  to  re- 
spond to  the  Staffs  questions  by  invoking  their  Constitutional  privileges  against 
self-incrimination  under  the  Fifth  Amendment. 

BAIS  fruma's  pell  FUNDING 

Once  Bais  Fruma  obtained  approval  to  participate  in  the  Pell  Grant  program,  its 
receipts  fi-om  the  program  rose  steadily.  For  the  1983-1984  school  year,  the  first  for 
which  it  was  eligible,  Bais  Fruma  received  $149,725  for  86  Pell  Grant  recipients. 
By  1991,  those  figures  had  grown  to  more  than  $4.5  million  for  1,997  recipients. 
Over  the  ten  years  that  Bais  Fruma  has  now  been  participating  in  the  Pell  Grant 
program,  it  has  taken  in  $22,440,277.  The  following  chart  shows  the  progression  of 
Bais  Fruma's  receipts  under  the  program.  (See  also  Appendix  D.) 

„  .  Dollar 

Academic  year  Recipients         amount 

1983-1984 86  $149,725 

1984-1985 240  $446,300 

1985-1986 308  $638,100 

1986-1987 441  $  891 ,840 

1987-1988 1.004  $2,054,725 

1 988-1 989 1 .281  $2,759,850 

1989-1990 1.457  $3,277,500 

1990-1991  1.781  $3,963,987 

1991-1992 1.997  $4,571,650 

1992-1993 1,625  $3.686,600 

As  the  chart  shows,  there  was  a  tremendous  jump  fi-om  1986  to  1987,  with  both 
the  number  of  Pell  Grant  recipients  and  the  dollar  amount  received  by  Bais  Fruma 
more  than  doubling.  The  Staff  has  no  explanation  for  this  steep  rise  and  again  was 
unable  to  obtain  any  explanation  fi-om  the  school  because  of  the  refusal  of  school 
personnel  to  respond  to  Staff  questioning.  The  Staff  does  note  in  this  regard  that 
the  1986-1987  academic  year  was  the  last  year  in  which  Bais  Fruma  participated 
in  both  the  Pell  Grant  program  and  the  Federal  guaranteed  student  loan  program. 
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From  the  1987-1988  academic  year  on,  the  Pell  Grant  program  has  been  the  only 
Federal  financial  aid  program  in  which  Bais  Fruma  has  participated. 

APPARENT  ABUSE  OF  THE  PELL  GRANT  PROGRAM 

1.  Sign  Up  Whomever  You  Can 

It  appears  to  the  Staff  that  Bais  Fruma  has  turned  into  a  virtual  Pell  Grant  mill, 
and  that  its  real  raison  d'etre  may  have  more  to  do  with  obtaining  Pell  Grant  fund- 
ing than  with  providing  educational  opportunities.  Almost  all  of  Bais  Fruma's  en- 
rolled students  receive  Pell  Grant  funding,  and  the  vast  majority  of  those  receive 
the  maximum  yearly  award  of  $2,400.  According  to  workpapers  provided  to  the  Sub- 
committee by  Bais  Fruma's  certified  public  accountant,  for  the  1991-1992  academic 
year  97  percent  of  Bais  Fruma's  students  received  Pell  Grants. 

Where  do  these  students  come  from?  An  analysis  by  the  Staff  shows  that  Bais 
Fruma  is  enrolling  entire  families  and  even  entire  neighborhoods  into  its  program. 
In  the  1991-1992  academic  year,  1,997  Bais  Fruma  students  received  Pell  Grants. 
This  number  was  comprised  of  530  families  which  had  at  least  two  family  members 
receiving  a  grant.  Of  these  530  families,  50  families  had  three  or  more  members  re- 
ceiving grants.  In  one  instance  a  family  had  nine  members  attending  Bais  Fruma 
on  Pell  Grants. 

The  Staff  also  found  heavy  concentrations  of  grant  recipients  within  certain  neigh- 
borhoods. For  example,  one  five  block  stretch  of  Penn  Street  in  the  Williamsburg 
section  of  Brooklyn  contained  over  70  Pell  Grant  recipients  from  Bais  Fruma. 

The  Staff  has  found  another  strange  pattern  for  which  it  as  yet  has  no  clear  ex- 
planation. As  was  the  case  in  the  other  schools  the  Staff  has  examined,  a  number 
of  students  receiving  Pell  Grants  to  attend  Bais  Fruma  had  also  received  grants  to 
attend  three  or  more  other  Judaic  Studies  programs.  It  appears  that  these  students 
attended  one  school  1  year,  then  another  school  the  following  year,  a  third  school 
the  next  year,  and  so  on,  without  ever  obtaining  a  degree  or  certificate  fi-om  any 
of  the  schools  attended.  At  least  47  Bais  Fruma  students  exhibited  this  pattern. 

It  is  possible  that  these  students  shifted  schools  on  their  own  because  of  differing 
stipends  paid  by  different  schools.  It  is  also  possible  that  they  were  directed  by  oth- 
ers to  shift  schools  in  order  to  maximize  the  spread  of  Pell  Grant  money  or  for  some 
other  reason.  In  one  instance,  a  student  named  Judith  Schwartz  received  Pell 
Grants  to  attend  Beth  Rochel  Seminary,  Rockland  Community  College,  Touro  Col- 
lege, and  Bais  Fruma.  In  an  interview  with  officials  of  the  General  Accounting  Of- 
fice and  the  Department  of  Education,  Ms.  Schwartz  stated  that  she  went  to  which- 
ever school  "they  sent  me."  When  asked  who  "they"  were,  Ms.  Schwartz  started  to 
give  a  name,  but  then  stated  that  she  did  not  know  who. 

The  Staff  has  been  unable  to  find  anyone  willing  to  explain  this  pattern  to  us. 
Even  the  students  themselves  can  offer  no  logical  explanation  for  their  constant 
shifting  of  programs.  It  appears,  however,  that  these  students  have  little,  if  any, 
idea  of  what  program  they  are  attending  at  any  given  time,  or  of  the  fact  that  the 
Federal  Government  is  paying  for  their  attendance  at  these  programs.  Ms. 
Schwartz,  the  student  interviewed  by  the  GAO,  could  not  recall  the  name  of  the 
schools  she  had  attended,  nor  did  she  know  that  she  had  received  Pell  Grants  for 
6  years  at  four  different  schools.  Another  student,  Leah  Silberstein,  when  ques- 
tioned by  the  Staff  as  to  her  enrollment  in  four  different  schools,  seemed  confused 
and  asked,  "Isn't  it  all  one  school?"  Ms.  Silberstein  told  the  Staff  that  she  assumed 
the  City  of  New  York  was  somehow  paying  for  her  classes.  She  had  no  idea  that 
the  Federal  Government  was  paying  for  her  classes  through  the  Pell  Grant  program, 
even  though  she  would  have  had  to  have  signed  a  Pell  Grant  application  in  order 
for  her  school  to  receive  Pell  funding  on  her  behalf. 

It  is  possible  that  these  students'  names  were  merely  sold  or  otherwise  passed  on 
to  various  schools  without  the  knowledge  of  the  student  or  the  attendance  of  the 
student  at  the  institution  which  received  Pell  Grant  funding  on  his  or  her  behalf. 
The  Staff  has  come  across  at  least  two  instances  in  which  this  may  be  the  case. 

Mahbuba  Yekutiel  received  six  Pell  Grants  to  attend  Judaic  Studies  programs  at 
four  separate  institutions,  including  Bais  Fruma,  Touro  College,  Rockland  Commu- 
nity College,  and  United  Talmudical  Academy.  When  questioned  by  the  Staff  as  to 
her  attendance  at  so  many  schools,  Ms.  Yekutiel  could  only  remember  attending 
United  Talmudical  Academy  and  an  institution  known  as  Brite.  Ms.  Yekutiel  said 
that  she  could  not  recall  enrolling  in,  or  attending,  any  other  post-secondary  institu- 
tions, including  Bais  Fruma.  In  fact,  Ms.  Yekutiel  stated  that  she  had  never  heard 
of  Bais  Fruma.  Despite  Ms.  Yekutiel's  statements  that  she  had  never  attended  Bais 
Fruma,  Department  of  Education  records  show  that  Bais  Fruma  received  Pell  Grant 
funding  for  Mahbuba  Yekutiel  in  1988. 
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Department  of  Education  records  also  show  that  another  student,  Sara  HofFman, 
received  Pell  Grants  to  attend  United  Talmudical  Academy  of  Monsey,  Bais  Fruma, 
Touro  College,  and  Rockland  Community  College.  When  questioned  about  this  pat- 
tern of  attendance,  Ms.  Hoffman  stated  that  she  had  never  enrolled  in,  or  attended 
Touro  College  or  Bais  Fruma.  Ms.  Hoffman  even  provided  a  handwritten  statement 
to  that  effect  which  she  signed  in  the  presence  of  a  representative  of  the  General 
Accounting  Office. 

Under  subpoena,  the  Staff  obtained  from  Bais  Fruma  the  student  File  of  Sara 
Hoffman.  The  file  correctly  listed  Ms.  Hoffman's  home  address  and  social  security 
number.  Included  in  the  file  were:  (1)  a  signed  application  for  admission;  (2)  a 
signed  certification  of  graduation  fi-om  high  school;  (3)  signed  registration  forms  for 
the  Fall  1989  and  Sprmg  1990  semesters;  (4)  a  signed  tuition  contract  for  the  Fall 
1989  and  Spring  1990  semesters;  (5)  Enrollment  Maintenance  forms  for  the  Fall 
1989  and  Spring  1990  semesters  sigried  by  a  Bais  Fruma  mentor;  (6)  two  separate 
signed  versions  of  a  Pell  Grant  certification  stamped  with  the  Bais  Fruma  institu- 
tional stamp;  (7)  a  tuition  card  for  the  1989-1990  academic  year  showing  receipt 
of  $2,300  in  Pell  Grant  funds  for  Sara  Hoffman;  and  (8)  an  academic  transcript 
showing  grades  for  the  Fall  1989  and  Spring  1990  semesters. 

A  comparison  of  the  various  signatures  (see  Appendix  E)  on  the  Bais  Fruma  docu- 
ments with  the  signed  statement  provided  by  Ms.  Hoffman  to  the  GAG  representa- 
tive reveals  these  signatures  to  be  inconsistent  with  the  known  signature  of  Ms. 
HofFman  and  with  each  other.  The  Bais  Fruma  documents  contain  what  appear  to 
be  three  different  types  of  signatures  for  the  name  Sara  Hoffman,  and  only  one  of 
them  (the  signatures  contained  on  the  Application  and  Registration  forms)  appear 
to  even  come  close  to  the  known  signature  of  Ms.  Hoffman.  In  fact,  a  number  of 
the  Bais  Fruma  documents  not  only  contain  signatures  different  fi"om  Ms.  Hoff- 
man's, but  they  misspell  Ms.  Hoffman's  first  name.  Ms.  Hoffhian  spells  her  first 
name  "Sara,"  while  some  of  the  Bais  Fruma  documents  spell  the  name  "Sarah." 

Among  the  documents  which  misspell  Ms.  Hoffman's  name  is  the  signed  Pell 
Grant  certification.  As  we  noted  before,  the  file  contained  two  separate  signed  ver- 
sions of  a  Pell  Grant  certification.  Although  the  information  on  both  is  identical,  and 
both  are  dated  the  same  day,  one  is  signed  with  the  first  named  spelled  "Sarah" 
and  the  other  is  signed  with  the  first  name  spelled  "Sara."  Neither  of  these  signa- 
tures matches  the  signature  on  Ms.  Hoffman's  signed  statement  to  the  GAG.  Who 
signed  these  documents  and  what  knowledge  did  Bais  Fruma  officials  have  of  them? 
Unfortunately,  the  Staff  can  only  speculate  at  this  point  due  to  the  refusal  of  Bais 
Fruma  officials  to  submit  to  questioning. 

It  does  appear  clear,  however,  that  Bais  Fruma  utilized  the  services  of  at  least 
one  student  broker  for  the  purposes  of  signing  up  Pell  Grant  eligible  students.  The 
Staff  has  obtained  the  files  of  33  Bais  Fruma  students  which  came  from  an  admitted 
student  broker  by  the  name  of  Jacob  Ginzburg.  All  of  these  students,  which  included 
Ginzburg  himself  and  his  wife  Malka,  received  Pell  Grants. 

Jacob  Ginzburg  ran  a  business  known  as  PennStar  Consultants,  which  initially 
specialized  in  immigration  work.  At  some  point,  however,  it  appears  that  Ginzburg 
became  involved  in  the  business  of  brokering  students  to  various  Judaic  Studies  pro- 
grams and  assisting  students  and/or  schools  in  the  Pell  Grant  application  process. 
In  1992,  Ginzburg's  offices  were  raided  by  agents  of  the  U.S.  Immigration  and  Natu- 
ralization Service  and  Ginzburg  was  arrested  for  immigration  fi-aud.  At  the  time 
Ginzburg  was  arrested,  INS  agents  seized  approximately  120  files  relating  to  Pell 
Grant  applications.  Of  those  files  seized,  33  were  for  students  enrolled  at  Bais 
Fruma. 

Subsequent  to  Ginzburg's  arrest,  Ginzburg's  attorney  informed  Federal  authori- 
ties that  Ginzburg  had  told  him  that  he  had  been  a  broker  for  several  schools.  Ac- 
cording to  the  attorney,  Ginzburg  told  him  that  he  was  paid  by  these  schools  be- 
tween $50  and  $75  for  each  student  enrolled.  The  Staff"  would  have  liked  to  have 
pursued  with  Mr.  Ginzburg  the  issue  of  his  relationship  with  Bais  Fruma  and  other 
schools;  however,  shortly  aft;er  his  arrest  Mr.  Ginzburg  fled  the  country  and  cur- 
rently is  a  fugitive  fi-om  justice. 

The  GAG,  however,  did  locate  Ginzburg's  former  secretary,  Wendy  Ifill.  From  a 
sworn  affidavit  she  provided  to  the  GAO,  it  appears  that  Ginzburg's  primary  role 
with  respect  to  providing  students  to  schools  was  to  ensure  that  they  were  Pell 
Grant  eligible.  In  her  affidavit  Ms.  Ifill  stated  that  she  was  given  files  by  Ginzburg 
to  be  used  in  filling  out  blank  Student  Aid  applications.  Although  the  applications 
were  blank,  Ms.  Ifill  stated  that  some  of  them  were  already  signed. 

Ms.  Ifill  also  stated  that  she  typed  employment  and  income  verification  letters  on 
Ginzburg's  instructions  and  that  the  employer's  signature  on  some  of  these  letters 
(which  are  used  in  connection  with  the  Pell  Grant  application  process)  were  signed 
not  by  the  employer,  but  by  herself  or  Ginzburg.  Ms.  Ifill  stated  that  in  some  in- 
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stances  she  created  an  employer's  letterhead  herself  to  be  used  for  a  verification  let- 
ter. A  number  of  these  letters  were  contained  in  the  files  of  Bais  Fruma  students 
seized  from  Ginzburg's  office. 

Subsequent  interviews  with  a  number  of  the  purported  employers  of  these  Bais 
Fruma  students  revealed  that  not  only  were  the  signatures  ana  letterhead  forgeries, 
but  that  the  substance  of  the  letters  were  a  complete  falsehood.  In  the  case  of  David 
Giynsztayn,  Ginzburg's  file  contained  a  letter  purportedly  signed  by  Amnon  Levy 
of  Kosher  "R"  Us,  stating  that  Mr.  Grynsztayn  was  paid  $8,000  in  1990.  When  inter- 
viewed, Mr.  Levy  stated  that  neither  the  letterhead  nor  the  signature  on  the  letter 
were  his.  He  further  stated  that  he  had  never  heard  of  David  Grynsztayn  and  that 
he  had  never  employed  anyone  by  that  name  at  Kosher  "R"  Us  or  any  other  estab- 
lishment owned  by  him. 

Jaish  Waknin  is  also  a  Bais  Fruma  student  whose  file  was  among  those  seized 
from  Ginzburg's  office.  Contained  in  that  file  were  two  letters  signed  by  Isaac 
Borzikowsky  on  behalf  of  The  Aperion  catering  hall  which  stated  that  Mr.  Waknin 
was  employed  there  from  1989  to  1990  and  earned  a  salairy  of  $8,000  each  year.  One 
letter  was  dated  September  5,  1990  and  the  other  was  dated  June  24,  1991.  An 
interview  with  Alex  Klein,  the  owner  of  the  Aperion,  not  only  revealed  that  he  had 
never  heard  of  or  employed  Jaish  Waknin,  but  that  the  Aperion  had  closed  down 
in  1989.  Mr.  Klein  stated  that  he  reopened  the  catering  hail  as  The  Alexandria  in 
February  1990.  According  to  Mr.  Klein,  any  document  dated  1990  or  1991  with  the 
Aperion  letterhead  would  have  to  be  a  fake. 

Rachel  Geffen's  file  was  also  seized  from  Ginzburg's  office.  That  file  contained  a 
letter  from  Harstein's  Clothing  certifying  that  Ms.  Geffen  had  been  employed  in 

1990  as  an  alterations  tailor  at  the  salary  of  $6,300.  The  letter  was  signed  with  the 
name  M.  Harstein.  In  an  interview,  Mr.  Harstein  stated  that  he  had  never  heard 
of  the  name  Rachel  Geffen  before.  Mr.  Harstein  then  explained  that  his  clothing 
store  catered  to  the  clothing  needs  of  the  male  Hasidic  community.  As  such,  Mr. 
Harstein  explained,  no  woman  would  ever  be  allowed  to  work  in  his  shop  as  a  tailor. 
Mr.  Harstein  was  very  upset  that  someone  had  forged  his  signature  in  this  regard 
and  wanted  to  know  who  was  responsible. 

In  each  of  these  cases,  the  Subcommittee  obtained  under  subpoena  from  Bais 
Fruma  a  copy  of  the  relevant  student's  file  maintained  at  the  school.  Strangely 
enough,  none  of  the  files  produced  by  Bais  Fruma  contained  the  employment  ver- 
ification letters  which  had  been  contained  in  Ginzbur^s  files.  Each  Bais  Fruma  file, 
however,  did  contain  a  Department  of  Education  Verification  Worksheet  which  list- 
ed the  same  employers  and  same  salaries  as  were  contained  in  the  forged  letters 
in  the  Ginzburg  files.  The  Staff  does  not  know  whether  the  verification  letters  were 
removed  from  the  Bais  Fruma  files  prior  to  the  school's  producing  them  to  the  Sub- 
committee or  whether  they  never  existed  in  school's  files  in  the  first  instance.  We 
attempted  through  counsel  for  Bais  Fruma  to  ascertain  whether  everything  con- 
tained in  the  students'  files  had  been  produced.  To  date  we  have  not  received  a  re- 
sponse to  this  request. 

The  Staff  notes  that  each  of  these  student's  files  contained  a  Payment  Voucher 
form  filled  out  by  Bais  Fruma.  One  of  the  boxes  on  this  form  is  entitled  Verification 
Status.  For  each  student,  Bais  Fruma  had  checked  "Accurate"  as  the  Verification 
Status  despite  the  fact  its  file  contained  no  supporting  documents  for  the  informa- 
tion contained  on  the  Verification  Worksheet. 

These  three  files  were  not  the  only  ones  which  lacked  supporting  documentation. 
The  Staff  reviewed  the  files  of  numerous  students  whose  financial  aid  applications 
had  been  selected  for  verification.  In  almost  every  instance,  the  only  documentation 
contained  in  the  file  was  the  verification  worksheet.  Even  in  instances  where  the 
verification  worksheet  showed  that  an  income  tax  form  had  been  filed,  the  file  failed 
to  contain  this  documentation.  Yet,  in  each  case  the  payment  voucher  listed  verifica- 
tion status  as  accurate. 

The  Staff  is  not  the  first  to  question  Bais  Fruma's  verification  procedures.  Samuel 
Kohn  is  a  C.P.A.  hired  by  Bais  Fruma  to  prepare  an  Auditor's  Report  and  Examina- 
tion of  Bais  Fruma's  compliance  with  Pell  Grant  Program  regulations.  He  issued 
two  reports  to  the  Department  of  Education — one  for  the  2  year  period  ending  June 
30,  1989  and  another  for  the  2  year  period  ending  June  30,  1991.  In  each  report, 
Mr.  Kohn  found  instances  of  improper  verification.  Although  he  found  little,  if  any, 
effect  on  actual  awards  as  a  result  of  these  instances,  Mr.  Kohn  nevertheless  rec- 
ommended in  each  report  that  Bais  Fruma  "carefully  review  their  verification  deter- 
minations, to  assure  proper  coding  of  verification  status."  In  response  to  Mr.  Kohn's 

1991  report,  the  Department  of  Education  issued  a  program  determination  letter  to 
Bais  Fruma  in  whicn  it  stated  with  respect  to  verification  procedures  that  "the  insti- 
tution must  review  its  procedures  to  ensure  that  it  is  in  compliance  with  the  regula- 
tions." 
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In  light  of  the  three  false  verifications  cited  above  which  were  processed  by  Bais 
Fruma  as  accurate,  the  Staff  questions  whether  Bais  Fruma  merely  has  faulty  ver- 
ification procedures  or  whether  it  is  knowingly  processing  false  applications  in  order 
to  obtain  Pell  Funding  on  behalf  of  these  students.  The  Staffs  concern  in  this  regard 
is  heightened  by  other  discrepancies  noted  in  various  student  files. 

As  was  the  case  with  Sara  Hoffrnan,  the  Staff  noted  a  number  of  student  files 
in  which  the  signatures  on  various  documents  contained  within  the  file  were  incon- 
sistent. In  some  cases,  the  spelling  of  a  student's  first  or  last  name  changed  from 
one  document  to  the  next.  For  instance,  the  file  of  Chaya  Markowitz  contained  docu- 
ments in  which  the  first  name  was  spelled  "Chaya"  along  with  a  number  of  docu- 
ments which  were  spelled  "Chaia."  Similarly,  the  file  of  Brocha  Klein  contained  doc- 
uments in  which  the  first  name  is  spelled  "Brocha"  and  other  documents  in  which 
the  name  is  clearly  spelled  "Bracha.  In  the  case  of  Jaffa  Dayan,  some  documents 
contain  a  signature  in  which  the  last  name  is  spelled  "Dayan,"  while  other  docu- 
ments contain  a  signature  in  which  the  last  name  is  spelled  "Dauam." 

In  the  case  of  both  Brocha  Klein  and  Sarah  Cohen,  the  signatures  on  the  docu- 
ments contained  in  Bais  Fruma's  files  also  consistently  misspelled  the  last  name  of 
each  individual. 

The  Staff  also  noted  that  the  files  of  at  least  six  students  listed  the  exact  same 
home  address.  Among  the  students  listed  at  this  address  were  Chaia  Markowitz, 
Brocha  Klein  and  Sarah  Cohen.  When  the  Staff  went  to  this  address  we  found  that 
it  was  not  an  apartment  building,  but  rather  the  site  of  the  Talmud  Torah  Toldos 
Yaacov  Yosef,  an  elementary  and  secondary  school  which  has  an  affiliated  post-sec- 
ondary Judaic  Studies  program  currently  under  investigation  for  Pell  Grant  abuse. 
The  address,  1373  43rd  Street,  Brooklyn,  New  York,  also  turns  out  to  be  only  a  few 
doors  down  the  street  from  the  home  of  Bais  Fruma's  Director  of  Financial  Aid.  One 
would  think  that  this  individual,  whose  job  responsibilities  include  supervising  re- 
view of  applicant  data  and  monitoring  enrollee  eligibilitv,  might  have  noticed  the 
fact  that  six  separate  students  listed  a  home  address  so  close  to  his  and  might  have 
recognized  as  well  the  identity  of  that  address. 

The  totality  of  the  evidence  cited  above  raises  serious  questions  in  the  minds  of 
the  Staff  as  to  whether  Bais  Fruma  had  any  regard  for  who  it  enrolled  or  how  it 
got  its  enrollees.  It  appears  to  the  Staff  that  Bais  Fruma  was  not  so  much  concerned 
with  offering  educational  opportunities  for  adults  to  pursue  Jewish  scholarship  as 
it  was  with  signing  up  whomever  it  could  get  its  hands  on  in  order  to  maximize 
Pell  Grant  disbursements  to  the  school. 

2.  Bais  Fruma's  Independent  Study  Program  is  Highly  Suspect 

In  addition  to  questions  about  Bais  Fruma's  enrollment  practices,  the  Staff  also 
has  serious  questions  about  the  structure  of  Bais  Fruma's  educational  program.  In 
the  first  instance,  Bais  Fruma'a  tuition  charges  seem  to  bear  no  rational  relation- 
ship to  the  school's  true  costs  of  providing  its  educational  program.  Rather,  it  ap- 
pears to  the  Staff  that  Bais  Fruma's  tuition  has  been  artificially  set,  again  in  order 
to  maximize  the  amount  of  Pell  Grant  disbursements  for  which  its  enrollees  may 
be  eligible. 

As  we  have  previously  discussed,  Bais  Fruma's  program  is  run  entirely  on  an 
independent  study  basis.  The  school  provides  no  books,  no  supplies,  no  equipment, 
no  dormitories,  no  classrooms,  and  no  teachers.  It  has  a  small  administrative  staff 
of  less  than  a  dozen  individuals  and  a  network  of  mentors  who  meet  with  students 
a  handful  of  times  a  semester,  often  over  the  telephone.  For  this  program,  Bais 
Fruma  charges  its  students  $2,500  per  year.  The  Staff  notes  that  the  maximum 
amount  for  a  Pell  Grant  which  a  stuclent  may  receive  is  currently  $2,400.  Moreover, 
an  important  part  of  the  calculation  of  how  much  an  individual  student  is  eligible 
for  in  Pell  Grants  takes  into  account  the  cost  of  attendance  at  the  student's  institu- 
tion. A  review  of  Bais  Fruma's  1991-1993  Bulletin  also  reveals  that  its  two  page 
section  on  financial  aid  deals  exclusively  with  an  explanation  of  the  Pell  Grant  pro- 
gram. 

Despite  its  lofly  statements  about  its  educational  mission  and  objectives  contained 
in  its  Bulletin,  the  Staff  questions  whether  Bais  Fruma  is  truly  committed  to  the 
type  of  education  it  is  providing.  According  to  its  Bulletin,  Bais  Fruma  expects  each 
enrollee  to  maintain  at  least  eight  contacts  with  his  or  her  mentor  each  semester. 
A  review  of  the  school's  mentor  contact  logs,  however,  reveals  that  the  log  form  con- 
tains spaces  for  recording  only  six  contacts  per  semester.  Many  of  the  log  forms  re- 
viewed by  the  Staff  showed  only  five  of  these  six  contacts  were  ever  actually  made. 
Moreover,  in  many  instances  reviewed  by  the  Staff,  contacts  made  were  over  the 
telephone  rather  than  in  person. 

Bais  Fruma's  Self-Evaluation  Report  states  that  mentors  are  required  to  record 
on  their  logs  the  date  of  each  contact  with  a  student  and  the  "essence  of  the  facilita- 
tion which  took  place."  According  to  the  Report,  "these  facts  register  the  student's 
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progress  through  the  course  outline  and  the  mentor's  ability  to  guide  and  motivate 
him/her  in  the  event  that  the  student  falls  behind."  In  reality,  however,  the  mentor 
logs  contain  nothing  more  than  a  column  entitled  "Observation"  with  a  choice  of 
checking  off  either  "academic  progress  maintained"  or  "enrollment  terminated."  Of 
over  40  mentor  logs  reviewed  by  the  Staff,  not  one  was  found  to  have  additional 
written  comments  or  notations  beyond  the  checkmarks.  The  utility  of  such  logs  in 
actually  monitoring  student  progress  is  highly  suspect  in  the  Staffs  mind. 

Indeed,  the  mentor  logs  for  one  student  showed  six  contacts  in  each  semester  of 
the  academic  year  and  the  observation  "academic  progress  maintained"  checked  off 
each  time.  The  academic  transcript  for  this  student,  however,  showed  the  student 
receiving  straight  "Ds"  each  semester  for  a  cumulative  grade  point  average  for  the 
year  of  1.0,  well  below  the  2.0  GPA  listed  in  Bais  Fruma's  Bulletin  as  required  to 
evidence  satisfactory  academic  progress.  Despite  this  record,  the  student  received 
her  full  Pell  Grant  award  in  each  semester. 

In  addition  to  the  mentor  logs,  each  mentor  is  supposedly  required  to  keep  "a  per- 
sonal detailed  record  of  the  essence  of  his/her  conference  and  the  particular  issues 
discussed."  These  records  are  supposed  to  note  "any  specific  recommendations  which 
were  offered,  as  well  as  observations  of  the  student's  competency  with  the  learning 
materials."  At  the  end  of  a  term,  these  records  are  to  be  submitted  by  the  mentor 
to  the  supervising  Dean.  None  of  the  student  files  reviewed  by  the  Staff  contained 
these  types  of  mentor  records. 

According  to  Bais  Fruma's  Bulletin,  student  performance  and  achievement  is  as- 
sessed on  the  basis  of  mid-term  and  final  examinations  coupled  with  the  mentor's 
evaluation  of  the  student's  progress.  In  reality,  examinations  are  often  sent  to  the 
student's  home  in  the  mail.  The  student  completes  the  exam  at  home,  using  open 
book,  and  then  mails  it  back  to  the  mentor.  Again,  the  utility  of  such  an  exercise 
is  highly  suspect  to  the  Staff. 

Indeed,  a  close  analysis  of  Bais  Fruma's  program  leads  one  to  question  the  rea- 
sons for  its  establishment  as  an  institution  which  grades  students  and  confers  cer- 
tificates. In  essence,  the  students  enrolled  in  Bais  Fruma's  program  are  doing  noth- 
ing more  than  reading  various  Jewish  texts  on  their  own  and  occasionally  discussing 
these  texts  with  someone  supposedly  more  learned  than  themselves.  It  should  be  re- 
membered, as  we  discussed  at  the  outset  of  this  section,  that  this  activity  is  taking 
place  in  the  context  of  a  community  which  views  the  study  of  Jewish  texts  as  part 
of  one's  religious  obligation.  Thus,  Bais  Fruma's  students  are  in  reality  doing  noth- 
ing more  than  what  any  observant  member  of  the  community  would  otherwise  en- 
gage in  as  part  of  his  religious  observance. 

The  certificate  awarded  by  Bais  Fruma  appears  to  be  an  essentially  worthless 
piece  of  paper  because,  as  Bais  Fruma  itself  states,  its  program  is  not  designed  to 
lead  to  career  preparation  or  professional  progress.  Students  enrolled  in  Bais 
Fruma's  program  therefore  must  be  engaging  in  this  course  of  study  for  the  sake 
of  knowledge  itself.  Again,  it  must  be  remembered  that  this  is  exactly  the  view  of 
study  which  is  at  the  core  of  this  community's  religious  beliefs. 

Why  then  create  a  program  which  has  grades  and  academic  transcripts,  which 
tracks  "satisfactory  academic  progress"  and  which  awards  certificates  of  Judaic 
Studies?  In  the  absence  of  any  evidence  to  the  contrary,  it  seems  clear  to  the  Staff 
that  the  only  reason  must  be  in  order  to  qualify  such  a  program  to  receive  Federal 
student  financial  aid  funds.  This  is  exactly  what  Bais  Fruma  appears  to  have  done. 
It  applied  to  participate  in  Federal  student  financial  aid  programs  at  the  earliest 
moment  at  which  it  became  legally  entitled.  Upon  being  accepted,  it  steadily  in- 
creased its  participation  to  the  point  at  which  it  was  receiving  over  $4.5  million  in 
Pell  Grants  in  1  year  alone.  In  fact,  in  1992,  Bais  Fruma's  Pell  Grant  receipts  con- 
stituted over  86  percent  of  its  total  income.  To  date,  Bais  Fruma  has  received  over 
$22.4  million  from  the  Federal  Government. 

WHERE  DID  ALL  THE  MONEY  GO? 

The  main  questions  all  of  this  leads  to,  of  course,  are  why  would  Bais  Fruma  want 
access  to  Federal  funds  and  what  has  it  done  with  the  Federal  money  it  has  re- 
ceived over  the  years.  Once  again,  the  Staff  can  only  speculate  on  these  issues  be- 
cause of  the  refusal  of  Bais  Fruma  officials  to  submit  to  questioning.  A  review  of 
Bais  Fruma's  financial  statements  and  bank  accounts,  however,  does  suggest  some 
possible  answers. 

The  Staff  reviewed  Bais  Fruma's  bank  account  records  for  the  period  December 
1989  through  April  1993.  This  review  revealed  the  following  payments  during  that 
time  period: 
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BAIS  FRUMA'S  BANK  ACCOUNT  RECORDS 


Account  Amount 


Congregation  Kehilas  Moshe  (1/18/91-8/10/92) $     12.640 

Congregation  Beer  Shmuel  (3/2/92-4/28/93) 16,000 

Congregation  Tiferes  Mordechai  (1/16/91-4/28/93)  33,250 

Congregation  Yismach  Moshe  (12/15/89-4/28/93) 66,000 

Mosdos  Munkacs  (3/27/91-2/6/92)  78,000 

Yeshiva  Minchas  Eluzar  Kollel  (3/17/91-4/28/93)  92,500 

Rabbi  Abraham  Tenenbaum  (1/4/90-4/19/93) 96,000 

Yeshiva  Minchas  Eluzar  (3/17/91-4/28/93)  182,500 

United  Munkacser  Yeshiva  (3/1/90-6/1/91)  210,000 

Congregation  Kahai  Adas  Israel  Munkacs  (7/3/90-5/7/93)  241,000 

Rabbinical  Seminary  of  Munkacs  (1 1/28/90-4/28/93)  41 2.500 

Yeshiva  Chaim  VShulom  (2/18/90-4/28/93)  510,000 

Yeshiva  Tifereth  Bunim  (12/7/89-4/28/93) 520,000 

Congregation  Kollel  Tifereth  Zvi  (2/20/90-4-28/93)  648,000 

Boro  Park  Torah  Institute  (12/26/89-4/28/93) $1,295,375 

Cross-checking  these  payments  against  Bais  Fruma's  financial  statements  reveals 
that  the  payments  to  tne  Rabbinical  Seminary  of  Munkacs  represent  payment  on 
a  mortgage  for  a  piece  of  property  at  1377  42nd  Street  in  Brooklyn.  This  mortgage, 
which  commenced  in  September  1991,  is  in  the  amount  of  $700,000  and  its  terms 
call  for  interest  only  payments  for  ten  years  payable  at  an  interest  rate  of  7.5  per- 
cent. The  Staff  notes  that  Bais  Fruma  made  five  payments  totalling  $250,000  to  the 
Rabbinical  Seminary  between  November  1990  and  June  1991,  well  before  the  com- 
mencement of  the  mortgage.  The  Staff  has  been  unable  to  determine  whether  these 
payments  were  related  to  the  purchase  of  this  property. 

The  payments  to  the  Boro  Park  Torah  Institute  also  represent  payment  on  a 
mortgage,  this  one  in  the  amount  of  $2,000,000  for  a  piece  of  property  located  at 
4018  15th  Avenue  in  Brooklyn.  This  address  is  literally  around  the  block  from  the 
first  property.  The  terms  of  this  mortgage,  which  commenced  in  September  1988, 
also  call  for  interest  only  payments  for  ten  years;  however,  the  interest  rate  for  this 
mortgage  is  18  percent.  This  rate  seemed  excessive  to  the  Staff,  so  we  checked  the 
mortgage  rate  indices  for  1988.  Our  suspicions  were  confirmed — in  September  1988, 
mortgage  rates  ranged  between  10  percent  and  11  percent.  Why  then  would  Bais 
Fruma  sign  a  mortgage  for  seven  to  eight  percent  more  than  market  rates?  Unfortu- 
nately, the  Staff  has  no  answer  to  this  question.  Moreover,  as  we  all  know,  rates 
have  dropped  steadily  since  that  time  and  today  range  between  6  percent  and  7  per- 
cent. Despite  this  steep  drop  in  rates,  Bais  Fruma  has  never  sought  to  refinance 
this  mortgage.  Again,  the  Staff  has  no  explanation  as  to  why  Bais  Fruma  has  held 
onto  such  an  excessively  high  mortgage  in  the  context  of  continually  falling  rates. 

Information  received  by  the  Staff  within  the  past  week  and  a  half,  shows  that  nei- 
ther of  these  mortgages  were  ever  reduced  to  a  written  note.  The  lack  of  documenta- 
tion on  these  mortgages  raises  questions  as  to  whether  these  are,  in  fact,  legitimate 
arms-length  transactions. 

The  Staff  went  to  the  addresses  of  these  properties  to  see  what  exactly  Bais 
Fruma  was  paying  for.  As  you  can  see  from  these  photos  (see  Appendix  F),  each  of 
these  buildings  is  nothing  more  than  an  empty  shell.  Each  building  carries  a  sign 
stating  "Future  Site  of  Bais  Fruma";  however,  the  Staff  saw  no  evidence  of  any  ren- 
ovations having  been  completed  or  even  commenced,  despite  the  fact  that  Bais 
Fruma  has  held  one  building  for  5  years  now  and  the  other  building  for  2  years. 
In  light  of  fact  that  Bais  Fruma's  program  is  run  as  an  independent  study  program 
and  utilizes  neither  classrooms,  laboratories,  nor  dormitories,  the  Staff  questions 
why  Bais  Fruma  needs  two  such  large  buildings  and  what  it  intends  to  do  with 
them. 

A  closer  examination  of  the  mortgage  holders  on  these  properties  makes  these 
pajnnents  even  more  intriguing.  The  Rabbinical  Seminary  or  Munkacs  is,  of  course, 
run  by  the  Munkacser  Hasidic  movement.  The  Munkacser  movement  also  runs  Bais 
Fruma.  Moreover,  a  check  of  the  Metronet  name  and  address  data  base  reveals  two 
addresses  for  the  Rabbinical  Seminary  of  Munkacs — 4712  14th  Avenue  and  4601 
14th  Avenue  in  Brooklyn.  These  addresses  were  confirmed  by  a  call  to  Directory  As- 
sistance for  the  718  area  code.  Of  the  two  addresses  listed  for  the  Rabbinical  Semi- 
nary of  Munkacs,  one — 4601  14th  Avenue — is  the  same  address  as  that  of  Bais 
Fruma. 

The  Boro  Park  Torah  Institute  also  appears  to  be  affiliated  with  the  Munkacser 
movement.  A  check  of  the  Real  Property  Display  data  base  for  the  address  4018 
15th  Avenue  shows  the  owner  to  be  "Boro  Park  Torah  Institute  c/o  Rabbinical  Semi- 
nary of  Munkacs."  A  cross  check  with  Directory  Assistance  for  the  718  area  code 
revealed  no  telephone  listing  for  a  Boro  Park  Torah  Institute. 
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It  should  be  remembered  that  Bais  Fruma  is  estabhshed  as  a  non-profit  organiza- 
tion; therefore,  excess  income  which  might  normally  be  considered  profit  must  be 
set  aside  as  reserves  against  fiiture  contingencies  or  put  to  use  for  the  benefit  of 
the  organization.  It  is  possible  that  these  mortgages  are  nothing  more  than  conven- 
ient ways  for  Bais  Fruma  to  launder  its  profits,  while  at  the  same  time  legitimizing 
what  is  in  essence  nothing  more  than  the  transfer  of  Federal  funds  fi:-om  one  arm 
of  the  Munkacser  movement,  namely  Bais  Fruma,  to  other  affiliated  arms,  namely 
the  Rabbinical  Seminary  and  the  Torah  Institute. 

Similarly,  the  Staff  questions  the  pa5mrient8  to  Mosdos  Munkacs,  United 
Munkacser  Yeshiva,  Congregation  Kahal  Adas  Israel  Munkacs,  Yeshiva  Minchas 
Eluzar  Kollel,  and  Yeshiva  Minchas  Eluzar,  insofar  as  each  of  these  entities  are  also 
arms  of  the  Munkacser  Hasidic  movement.  The  affiliation  of  the  first  three  is  obvi- 
ous fi-om  their  names.  The  affiliation  of  the  latter  two  was  determined  when  the 
Staff  visited  the  4712  14th  Avenue  listed  for  the  Rabbinical  Seminary  of  Munkacs. 
On  the  outside  of  this  building,  which  is  only  one  block  away  fi-om  Bais  Fruma,  was 
an  inscription  in  Hebrew  which  read  "Beit  Midrash  VTeshiva  Minchas  Eluzar 
Munkacs. ' 

According  to  Bais  Fruma's  Cash  Disbursements  Journal  for  the  period  September 
1,  1991  through  August  31,  1992  (the  only  period  for  which  the  Subcommittee  was 

Erovided  with  such  a  journal),  the  payments  to  Mosdos  Munkacs  and  Yeshiva 
linchas  Eluzar  Kollel  were  for  "educational  research."  The  Staff  notes  that  for  the 
2  year  period  fi-om  March  1991  through  April  1993  Bais  Fruma  paid  a  total  of 
$170,500  to  these  two  institutions.  In  addition,  Bais  Fruma  also  made  a  one-time 
payment  of  $8,000  to  K'hal  Chasidim  Munkacs  London  in  February  1992,  and  a  one- 
time payment  of  $5,000  to  K'hal  Chasidei  Munkacs  in  March  1992.  The  purpose  of 
these  payments  was  also  listed  as  "educational  research."  Why  a  school  which  is  run 
as  an  independent,  self-directed  study  program  needed  to  spend  $183,500  on  "edu- 
cational research"  is  a  question  which  the  Staff  has  been  unable  to  answer. 

With  respect  to  the  payments  made  to  Mosdos  Munkacs,  the  Staff  notes  that 
$23,000  of  the  $78,000  paid  to  this  entity  was  wired  to  an  account  in  B'nei  Brak, 
Israel.  The  Staff  has  also  discovered  three  wire  transfers  made  by  Bais  Fruma  in 
1992  from  a  bank  account  it  held  with  Bank  Leumi  in  New  York.  These  transfers, 
which  totalled  $120,800,  were  wired  to  an  account  in  the  name  of  Bais  Fruma  in 
Tel  Aviv,  Israel.  Again,  the  Cash  Disbursements  Journal  lists  these  payments  as 
being  for  "educational  research." 

The  payments  to  Congregation  Kahal  Adas  Israel  Munkacs,  which  totalled  over 
$240,000,  are  listed  in  the  Journal  as  being  for  a  "training  facility."  Again,  why  an 
independent  study  school  which  employs  no  teachers  needs  a  "training  facility"  is 
a  question  which  the  Staff  is  unable  to  answer. 

The  pajonents  to  Yeshiva  Minchas  Eluzar  are  also  listed  in  the  Cash  Disburse- 
ments Journal;  however,  no  explanation  is  provided  as  to  the  purpose  of  these  pay- 
ments. Rather,  the  explanation  line  merely  states  that  the  payments  are  for 
Minchas  Eluzar. 

The  Journal  lists  the  payments  to  Yeshiva  Tifereth  Bunim  as  being  for  rental  of 
a  library,  and  the  payments  to  Yeshiva  Chaim  VShulom  as  being  for  rental  of  a 
property  at  1270  52nd  Street,  Brooklyn.  From  its  inception  in  1980  until  sometime 
in  1986,  Bais  Fruma  was  located  at  this  address.  According  to  a  February  1989  let- 
ter by  Rabbi  Simche  Waldman,  Bais  Fruma's  Administrator,  the  school  moved  ft-om 
the  1270  52nd  Street  address  to  4601-4607  14th  Avenue,  its  current  location,  "in 
order  to  secure  additional  space."  The  letter  states  that  students  and  faculty  were 
transferred  to  the  new  location. 

The  photograph  (see  Appendix  F)  shows  the  1270  52nd  Street  address  today. 
Nothing  on  the  outside  of  the  building  indicates  that  it  has  anything  to  do  with  Bais 
Fruma.  Indeed,  the  sign  on  the  outside  of  the  building  reads  Talmud  Torah  Tiferes 
Bunim,  Annex."  This  building  is  attached  to  the  building  in  the  second  photograph 
pictured,  which  also  bears  a  sign  reading  "Talmud  Torah  Tiferes  Bunim."  The  ad- 
dress for  this  second  building  is  5202  13th  Avenue.  According  to  Bais  Fruma's  finan- 
cial statements,  this  is  a  property  for  which  Bais  Fruma  pays  rent  on  a  library.  The 
amount  of  rent  listed  in  the  financial  statement  matches  exactly  the  total  of  the 
pajrments  to  Yeshiva  Tifereth  Bunim  listed  in  the  Cash  Disbursements  Journal, 
therefore  making  it  fairly  evident  that  the  payments  to  Yeshiva  Tifereth  Bunim  are 
for  the  rental  of  the  library  located  at  5202  13th  Avenue. 

As  you  will  notice  fi"om  the  photographs,  the  sign  on  each  of  the  buildings  con- 
tains Hebrew  writing  above  the  English  name.  This  writing  reads  "Talmud  Torah 
Tiferes  Bunim  D'Munkacs,"  again  indicating  that  the  institutions  operating  in  these 
buildings  are  part  of  the  Munkacser  movement.  From  observation  of  these  buildings, 
it  appears  that  they  are  a  high  school.  The  Staff  has  been  unable  to  determine  why 
Bais  Fruma  is  paying  rent  for  a  building  which  it  acknowledges  having  moved  out 
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of  years  ago.  Nor  does  the  Staff  know  why  Bais  Fruma  is  renting  a  Ubrary  from 
a  high  school,  particularly  in  light  of  the  fact  that  Bais  Fruma's  school  Bulletin 
states  that  its  own  facility  at  4607  14th  Avenue  contains  "a  well-stocked  Judaica 
library."  All  we  do  know  is  that  over  the  past  3  years  the  payments  to  Tifereth 
Bunim  and  Chaim  VShulom  have  totalled  over  $1  million. 

The  Cash  Disbursements  Journal  also  lists  rental  payments  by  Bais  Fruma  for 
another  property  located  at  1315  43rd  Street  in  Brooklyn.  According  to  the  Directory 
of  Non-Public  Schools  and  Administrators  for  New  York  State,  1991-1992,  published 
by  the  University  of  the  State  of  New  York  and  the  New  York  State  Department 
of  Education,  an  elementary  or  high  school  bv  the  name  of  Yeshiva  Tifereth  David 
is  located  at  this  address.  The  Staff  notes  that  the  checks  written  to  cover  these 
rental  payments  were  made  out  to  an  attorney  by  the  name  of  Baruch  Rabinowitz, 
not  to  the  yeshiva  itself  Perhaps  even  more  intriguing,  however,  is  the  fact  that 
the  telephone  listed  at  this  address  is  in  the  name  of  Bais  Fruma  Primary  School. 
The  relationship,  if  any,  between  Baruch  Rabinowitz  and  Rabbi  Moshe  Rabinowitz, 
the  Munkacser  Rebbe,  and  between  Bais  Fruma  and  Bais  Fruma  Primary  School 
is  unknown  to  the  Staff  at  this  point.  >     ,    ti  • 

The  Staff  also  notes  that,  as  was  the  case  with  the  two  mortgages  which  Bais 
Fruma  is  paying,  no  written  agreements  appear  to  exist  with  respect  to  any  of  these 
rentals.  Again,  this  raises  questions  as  to  whether  these  are  legitimate,  arm's-length 
i"T*flns3ctions 

A  number  of  the  recipients  of  large  payments  from  Bais  Fruma  are  either  yeshi- 
vas  or  kollels.  These  types  of  entities  are  institutions  of  religious  study.  Yeshivas 
are  generally  institutions  at  the  elementary  or  secondary  level,  while  kollels  are 
generally  institutions  designed  to  allow  young  married  men  to  pursue  the  study  of 
"Torah  Lishmah,"  that  is,  the  study  of  Torah  for  its  own  sake.  Because  the  yeshivas 
are  essentially  parochial  schools  and  the  kollels  are  non-degree  granting,  non-vo^- 
tional  schools,  neither  of  these  types  of  institutions  would  usually  be  eligible  for  di- 
rect Federal  funding.  In  light  of  this  fact,  and  in  light  of  the  numerous  payments 
made  by  Bais  Fruma  to  these  institutions,  the  Staff  questions  whether  Bais  Fruma's 
participation  in  the  Pell  Grant  program  is  being  used  by  the  Munkacser  movement 
as  a  vehicle  to  funnel  Federal  funds  to  various  religious  institutions  which  otherwise 
would  be  ineligible  to  receive  Federal  aid.  While  the  Staff  currently  has  no  direct 
proof  that  such  is  the  case,  the  blanket  invocation  of  the  Fifth  Amendment  privilege 
by  the  administration  of  Bais  Fruma  leaves  troubling  questions  such  as  this  unan- 
swered. The  Staff  would  certainly  hke  to  hear  Bais  Fruma's  explanations  for  these 
payments,  as  well  as  for  the  numerous  other  questions  which  we  have  about  its  op- 
erations. 

Sara  Schenirer  Teachers  Seminary 

Sara  Schenirer  Teachers  Seminary  is  a  small  private  non-profit  religious  edu- 
cational institution  operating  in  Brooklyn,  New  York.  According  to  its  catalog,  the 
school  was  created  to  "offer  a  challenging  program  of  higher  Jewish  study  that  will 

Srepare  women  to  serve  as  teachers,  mothers,  and  fully  realized  individuals  in  the 
ewish  community."  The  school's  catalog  provides  an  interesting  perspective  on  the 
type  of  education  the  school  provides,  and  why  a  prospective  student  would  enroll: 
"It  is  necessary  to  appreciate  the  commanding  role  assigned  to  Torah 
study  in  Orthodox  Jewish  life  to  fully  appreciate  the  commitment  to  edu- 
cation that  lies  at  the  heart  of  Jewish  educational  institutions.  For  a  large 
number  in  the  Orthodox  Jewish  Community,  education  is  not  an  aesthetic 
preference  or  even  an  economic  weapon.  It  is  a  religious  imperative  of  over- 
reaching importance.  Commanded  to  follow  the  Divine  Law  and  to  know  it, 
Jews  have  expended  enormous  resources  on  building  educational  institu- 
tions that  will  assure  the  integrity  of  their  transmission  of  Torah  knowl- 
edge and  values.  Our  school  is  one  of  a  group  of  Seminaries  whose  rationale 
is  founded  upon  translating  this  commitment  into  a  curriculum  of  study  for 
Jewish  women  who  will  then  put  their  education  to  work  in  adding  mean- 
ing to  their  own  lives  while  enriching  the  families  that  they  raise,  and  serv- 
ing as  teachers  in  the  expanding  network  of  Jewish  schools." 
Because  it  professed  to  offer  postsecondary  education  in  teacher's  training,  it  was 
determined  eligible  to  participate  in  Federal  student  aid  programs  in  1974. 

Based  on  our  investigation,  we  determined  that  Sara  Schenirer  veered  from  its 
intended  course  in  the  late  1980's,  and  has  become  nothing  more  than  a  Pell  Grant 
mill,  abusing  this  Federal  program  and  profiting  from  it.  Briefly,  our  investigation 
of  Sara  Schenirer  Teachers  Seminary  revealed: 

—An  institution  which  does  not  meet  the  eligibility  requirements  of  the  Federal 
law  for  participation  in  the  Pell  grant  program.  We  believe  the  institution  cir- 
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cumvented  the  gatekeeping  process  to  become  eligible,  receiving  waivers  from 
the  State  of  New  York  and  the  U.S.  Department  of  Education. 

— The  school  has  not  only  survived — but  profited — as  a  direct  result  of  the  Pell 
grant  program.  Over  97  percent  of  those  enrolled  obtain  Pell  grants.  There 
is  little  or  no  relation  between  tuition  charged  and  the  costs  of  the  school's 
operation.  There  is,  however,  a  direct  relation  between  what  the  government 
provides  in  Pell  grants  to  the  school  and  tuition  charged  the  students. 

— Rather  than  fund  quality  education,  the  school  has  used  its  Pell  generated 

■*  profits  to  make  large  investments.  Last  year,  it  transferred  over  $800,000  to 
an  affiliate,  paid  off  its  mortgage,  and  maintained  $1,287,500  in  mutual  fund 
investments.  These  transactions  would  have  been  impossible,  were  it  not  for 
the  Pell  grant  program. 

— Courses  offered  do  not  confer  a  degree,  nor  lead  to  employment  in  a  recog- 
nized field,  but  instead  result  in  a  non-vocational  certificate  in  Judaic  culture 
and  religious  heritage.  We  seriously  question  whether  the  Pell  grant  program 
was  intended  to  subsidize  these  kinds  of  programs. 

— The  quality  of  the  education  received  is  doubtful.  Several  students  that  were 
interviewed  could  not  even  recall  attending  the  school's  classes.  Many  stu- 
dents attend  classes  because  they  are  paid  to  do  so.  Classes  were  held  in  com- 
munity centers  or  synagogue  basements.  Some  instructors  are  part  time  and 
also  teach  at  a  competitor's  school.  Books  are  loaned  by  the  school,  and,  de- 
spite an  enrollment  of  over  1,500  students  in  1991,  the  school  spent  only 
$21,000  on  educational  material  and  supplies  that  year. 

— We  found  incomplete,  erroneous,  or  questionable  student  files  and  documents. 
Some  data  in  student  files  is  clearly  in  error,  as  it  is  inconsistent  with  the 
information  contained  in  the  files  of  the  other  schools  the  students  supposedly 
attended  and  for  which  they  also  received  Pell  grants.  Some  students  inter- 
viewed said  they  had  not  attended  the  school  nor  received  a  Pell  grant  in  con- 
trast to  school  records.  Department  of  Education  data  reflects  some  students 
received  Pell  grants  at  several  other  schools,  yet  none  of  the  students  trans- 
ferred credits. 

— School  representatives  repeatedly  refused  to  answer  questions  regarding  the 
school's  receipt  and  use  of  the  Pell  grant  funds.  We  repeatedly  asked  the 
school  for  guidance  and  comment,  but  all  officers,  directors,  and  employees  re- 
fused to  talk  with  us,  and  in  attempting  to  depose  these  witnesses,  all  in- 
voked their  Fifth  Amendment  right  against  self-incrimination.  Despite  their 
refusal  to  cooperate  with  this  Subcommittee's  oversight  efforts,  the  school  con- 
tinues to  draw  down  Pell  grant  funds  from  the  Department  of  Education. 

THIS  SCHOOL  IS  NOT  AN  OPEN  BOOK 

The  Staffs  inquiiy  into  the  operations  of  Sara  Schenirer  Teachers  Seminary  has 
been  difficult  and  time  consuming.  While  we  have  uncovered  evidence  of  what  the 
Staff  considers  abuse  of  the  Federal  Pell  grant  program  at  Sara  Schenirer,  we  have, 
to  date,  been  unable  to  determine  all  of  the  facts  concerning  the  school's  participa- 
tion in  the  Federal  program. 

The  Subcommittee's  demand  for  document  production,  made  via  subpoena  served 
in  February  1993,  has  been  met  with  obfuscation  and  repeated  delays  in  production. 
The  records  we  have  received  have  been  incomplete,  inhibiting  our  ability  to  under- 
stand and  evaluate  the  school's  operations. 

This  problem  was  compounded  lay  the  fact  that  no  one  at  the  school  will  consent 
to  be  interviewed  by  the  Subcommittee  Staff.  As  a  result,  the  Subcommittee  issued 
deposition  notices  and  appearance  subpoenas  to  Mr.  Michoel  J.  Meisels,  the  Presi- 
dent and  Dean,  and  to  Mrs.  Toby  Broyde,  the  Director  of  Student  Financial  Aid. 
Counsel  for  both  Meisels  and  Broyde  advised  that  the  witnesses  would  decline  to 
testify,  citing  their  Fifth  Amendment  privilege  protecting  them  from  self-incrimina- 
tion. 

Counsel  for  the  school  also  advised  the  Staff  that  his  recommendation  to  any 
other  employees  of  the  school,  which  the  Subcommittee  may  subpoena  for  testimony, 
would  be  that  the  employee  not  answer  any  of  the  Subcommittee's  questions  and 
invoke  the  constitutional  privilege.  So,  the  Staff  has  had  to  almost  exclusively  rely 
on  document  review  and  interviews  of  students  to  learn  anything  about  the  oper- 
ations of  this  school. 

Attempts  to  obtain  information  from  the  school's  Board  of  directors  resulted  in  the 
same  response:  Mr.  Yitzchak  Eichenthal,  a  CPA  and  Member  of  the  Board,  advised 
the  Subcommittee,  through  counsel,  that  he  would  decline  to  answer  any  and  aU 
questions  put  before  him  and  assert  his  Fifth  Amendment  protection.  Mr.  Elyasaf 
Slanger,  the  current  Chairman  of  the  Board,  and  Mr.  Samuel  B.  Tress,  the  former 
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Chairman  of  the  Board,  both  advised  they,  too,  would  assert  their  Right  not  to  in- 
criminate themselves  if  called  to  testify.  No  one  at  this  school  would  cooperate  with 
the  Congress  in  its  examination  of  their  receipt  of  over  $11  milhon  m  Federal  funds 
Mr  Chairman,  the  Staff  recognizes  and  respects  an  individual's  constitutional 
privilege  against  self-incrimination.  The  Constitution,  however,  does  not  guarantee 
individuals  the  right  to  continue  to  receive  Federal  funds  when  they  refuse  to  ac- 
count for  their  use  of  those  funds  to  Federal  authorities,  whether  it  be  an  Executive 
Branch  agency  or,  as  in  this  case,  a  Congressional  investigating  committee. 


RESULTS  OF  INVESTIGATION 


Last  year,  Sara  Schenirer  enrolled  over  2,000  persons  in  "certificate"  programs 
which  are  not  vocational  in  nature  and  are  not  designed  to  lead  to  employment  of 
any  kind.  The  school's  "student  body"  is  mostly  comprised  of  elderly  Russian  imnii- 
grants  who  are  paid  to  attend  classes  in  basic  English  and  Jewish  cultural  and  reli- 
gious studies.  Ninety-nine  percent  (99  percent)  of  those  enrolled  received  Pell 
Grants.  Since  1981,  the  school  has  received  almost  $11  million  in  Federal  Pell  grant 

In  fact,  in  just  the  last  2  years,  the  Federal  Government  has  spent  $8  million  so 
that  3,600  immigrants  could  attend  Sara  Schenirer's  classes  in  Jewish  history  in  the 
basements  of  synagogues  and  community  centers  in  Brooklyn  and  the  Bronx.  All  ot 
the  immigrants  are  poor,  and  many  are  elderly— in  their  TO's  and  SO's.  Many  of  the 
"students^  that  we  were  able  to  locate  and  interview  admitted  that  they  attend  the 
classes  because  they  are  financially  dependent  on  the  several  hundred  dollars  they 
receive  from  the  school  each  semester  to  attend  class. 

Last  year,  this  non-profit,  tax  exempt  school  reported  a  net  worth  in  excess  ot  ^Z 
million.  It  had  investments  totalling  $1.2  million,  and  spun-off,  at  a  cost  of  over 
$800,000,  a  new  tax-exempt  organization.  Seminar  Yerushalayim  American  Assem- 
bly Sara  Schenirer's  revenue  for  the  fiscal  year  ending  June  1992  was  $3.2  million, 
almost  all  of  which  was  Federal  Pell  grant  funds.  Its  administrators,  a  husband  and 
wife  team,  took  over  $112,200  in  cash  compensation  for  the  1991-1992  school  vear. 
We  discovered  that  while  its  enrollment  and  Pell  grant  receipts  mushroomed,  ex- 
penses for  educational  materials  and  supplies  decreased  dramatically.  In  1989,  the 
school's  gross  revenue  was  $834,566,  ancl  it  spent  $127,177  on  educational  materials 
and  supplies,  and  $310,279  on  salaries  and  benefits.  But,  in  1992,  when  gross  reve- 
nue reached  $3,256,618,  most  of  which  resulted  from  Pell  grant  funds,  the  school 
spent  a  paultry  $60,188  on  educational  materials  and  $819,432  on  salaries  and  ben- 
Records  indicate  that  the  school  did  not  start  out  this  way.  In  its  earlier  years, 
Sara  Schenirer  Teachers  Seminary  was  a  small  program  of  the  larger  Beis  Sefer 
Govoha  Lebanos,  which  included  a  congregation,  a  high  school  and  a  seminary  tor 
Jewish  women.  •  i    c 

For  reasons  that  remain  unclear,  but  we  suspect  are  purely  tinancial,  bara 
Schenirer  Teachers  Seminary  has  become  involved  in  what  appears  to  be  a  mush- 
rooming industry  in  the  New  York  area:  "educating"  the  Russian  immigrant  popu- 
lation. As  the  General  Accounting  Office  will  detail  later  this  morning,  several 
schools  have  created  dubious  programs  apparently  geared  to  tuition  aid  programs 
available  ft-om  both  State  and  Federal  sources.  Because  many  of  the  Russian-Jewish 
immigrants  in  the  New  York  City  area  are  aged,  poor,  and  unemployed,  they  are 
eligible  for  Federal  student  financial  aid  if  they  attend  an  eligible  institution.  Sara 
Schenirer  Teachers  Seminary,  determined  eligible  to  participate  in  Federal  student 
aid  programs  by  the  Department  of  Education,  vastly  expanded  itself  in  1988  to 
take  advantage  of  the  financial  windfall  offered  by  the  influx  of  Russian  immigrants. 
We  reviewed  Department  of  Education  Pell  grant  databases,  and  learned  that  the 
school's  enrollment  skyrocketed  in  the  last  couple  of  years,  firom  51  students  receiv- 
ing Pell  grants  in  the  1988-89  school  year,  to  2,102  in  the  1992-93  school  year.  The 
growth  is  depicted  in  the  following  chart:  (See  also  Appendix  G.) 

SARA  SCHENIRER  TEACHERS  SEMINARY 
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SARA  SCHENIRER  TEACHERS  SEMINARY— Continued 


y  Pell  Grant  au-         Pell  Grant 

thorization  recipients 

1987-1988 63,420  38 

1988-1989 105,550  51 

1989-1990 736,093  394 

1990-1991  1,446,145  687 

1991-1992 3,193,538  1,507 

1992-1993 $4,912,321  2,102 

TOTAL: $10,926,114 5,097 

Like  too  many  schools  operating  in  the  Federal  student  aid  programs,  Sara 
Schenirer  Teachers  Seminary  is  not  successful  because  of  its  ability  to  thrive  in  a 
free-market.  It  is  profitable  because  of  the  Federal  Pell  Grant  Program.  Would  5,000 
students  have  attended  this  institution  if  they  had  to  pay  the  tuition  charged  by 
Sara  Schenirer?  The  answer  is  evident  after  reviewing  tne  facts:  The  vast  majority 
of  the  student  body  paid  nothing,  but  instead  were  paid  to  attend  class.  Many  peo- 
ple in  New  York's  Russian  community  told  the  Staff  that  the  people  enrolled  in 
these  programs  do  so  because  of  the  payments  they  receive  to  attena  classes.  None 
of  the  students  interviewed  would  be  willing  to  pay  to  attend  the  classes,  and  sev- 
eral said  they  would  not  bother  enrolling  if  they  were  not  paid  to  attend.  Moreover, 
some  of  the  students  interviewed  could  not  even  remember  attending  this  school  or 
similar  schools  where,  according  to  Department  of  Education  records,  they  also  re- 
ceived Federal  Pell  grant  funds. 

For  the  year  ended  June  30,  1992,  Sara  Schenirer  reported  $3,173,655  in  tuition 
and  dormitory  fee  revenue  (Note:  the  dormitory  is  used  for  "seminary"  students,  and 
not  for  immigrant  culture  program  students,  the  great  majority  of  the  "student 
body").  As  you  will  note  in  the  above  chart,  for  the  1991-1992  school  year,  1,507 
students  accounted  for  $3,193,538— $19,883  more— paid  in  Pell  Grants  to  Sara 
Schenirer.  (According  to  the  school's  calculations,  1,497 — or  all  but  10  of  the  Pell  re- 
cipients were  enrolled  in  the  Immigrant  Culture  Program.)  The  school  charges  tui- 
tion that  is  $25  per  semester  less  than  the  Pell  grant  award,  and  refunds  the  bal- 
ance to  the  student.  Students  enrolled  in  the  Immigrant  Culture  Program  also  re- 
ceived $200  payments  to  attend  classes.  That  year,  the  school  spent  $392,225  for 
these  stipends,  or  "scholarships,"  and  managed  to  pay  off  its  $650,000  mortgage. 

Aside  from  its  $3,173,655  in  tuition  revenue,  the  school  received  income  as  fol- 
lows: 

ADDITONAL  INCOME 

Expenses 

Contributions: $43,446 

Investments:  $33,785 

Administrative  (from  Department  of  Education):  $  5,732 

After  all  expenses,  Sara  Schenirer  Teachers  Seminary  reported  $1,365,215  in  excess 
revenue  for  1991-1992  school  year. 

Tuition  "charged"  is  $1,175  per  semester,  $25  less  than  the  $1,200  maximum  Pell 
Grant  award  per  semester.  The  tuition  fee  to  attend  this  federally  tax  exempt  school 
has  very  little  to  do  with  what  it  costs  to  educate,  but  has  everything  to  do  with 
the  Federal  student  grant  programs  that  its  students  are  qualified  to  participate  in. 
The  cost  to  the  school  for  operating  the  immigrant  culture  program  is  small  in  com- 
parison to  what  the  Federal  taxpayer  gives  to  the  school  to  run  the  program  (see 
Appendix  H).  According  to  its  financial  statements,  the  school  spent  only  $60,188 
in  1992,  and  a  mere  $21,324  in  1991,  for  educational  materials  and  supplies.  Accord- 
ing to  students  we  interviewed,  the  school  loans  textbooks  to  students  and  conducts 
classes  in  the  basements  of  local  synagogues  and  community  centers. 

Sara  Schenirer  is  truly  a  government  sponsored  enterprise  with  its  profitable  ex- 
istence due  to  the  funds  made  available  oy  the  Federal  taxpayer,  for  programs  of 
dubious  worth. 


PARTICIPATION  IN  FEDERAL  PELL  GRANT  PROGRAM 

The  Staff  reviewed  the  school's  participation  in  the  Federal  student  aid  programs. 
The  school  initially  applied  for  participation  in  1974. 

Generally,  a  school  must  meet  certain  criteria  to  be  determined  eligible  to  partici- 
pate in  Federal  student  aid  programs.  A  school  must  be: 
1.  Licensed  in  the  State  in  which  it  is  located; 
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2.  Accredited  by  an  agency  recognized  by  the  Secretary  of  Education;  and 

3.  Certified  (financially)  by  the  Department  of  Education  and  determined 
eligible  to  participate  by  the  Department. 

As  the  Subcommittee  will  recall  from  our  1990  investigation  of  the  Federal  stu- 
dent aid  programs,  we  found  this  gatekeeping  process  to  be  ineffective  and  almost 
meaningless.  During  this  review  we  also  found  this  to  be  true  in  the  case  of  Sara 
Schenirer  Teachers  Seminary.  Based  on  our  review  of  this  school's  participation  in 
the  program,  we  made  the  following  observations: 

First,  the  requirement  for  State  licensing,  and  the  oversight  provided  by  such  a 
process,  was  waived  by  the  Department.  Sara  Schenirer  is  a  religious  institution  not 
regulated  by  the  State  of  New  York's  Department  of  Education  because  the  school 
is  not  recognized  by  the  State  as  a  degree-granting  institution,  and  because  of  its 
wholly  religious  status,  the  State  refused  to  license  it.  In  May  1985,  the  New  York 
State  Education  Department,  solely  for  the  purpose  of  the  school's  application  to 
continue  participation  in  the  Federal  student  aid  programs,  authorized  Sara 
Schenirer  to  provide  programs  beyond  secondary  education,  without  being  required 
to  possess  any  credential  or  approval  from  the  Department.  Previously,  however,  ac- 
cording to  U.S.  Department  oi  Education  employees  we  interviewed,  the  U.S.  De- 
partment of  Education  had  exempted  Sara  Schenirer  from  the  State  licensing  re- 
quirement, based  on  a  1967  decision  to  allow  rabbinical  seminaries  to  participate 
in  the  programs.  One  gate  open. 

Second,  when  it  applied  for  recognition  in  1974,  Sara  Schenirer  was  not  accred- 
ited. Instead,  it  certified  that  at  least  three  accredited  institutions  accepted  its  stu- 
dents— and  academic  credits  earned  at  Sara  Schenirer — as  transfer  students.  This 
is  known  as  the  "3IC"  method  of  eligibility. 

Until  1992,  when  the  Higher  Education  Act  was  reauthorized  and  amended, 
unaccredited  schools  could  apply  for  recognition  and  participation  in  Federal  student 
aid  programs  by  certifying  and  giving  evidence,  that  at  least  three  other  accredited 
institutions  would  accept  the  credits  offered  by  the  school  making  application.  Sara 
Schenirer,  in  its  February  1974  application,  listed: 

New  School  for  Social  Research 

Bank  Street  College  of  Education,  and 

Long  Island  University 
as    accepting   Sara   Schenirer   students,    and   the    credits    they    earned    at   Sara 
Schenirer. 

In  April,  1974,  Sara  Schenirer  offered  three  more  schools  for  the  transfer  of  credit: 

Hofstra  University 

Brooklyn  College 

Touro  College 
Apparently,  these  certifications  were  accepted  in  lieu  of  accreditation.  The  second 
gate  was  open. 

Finally,  a  school  must  be  financially  responsible  and  satisfy  eligibility  require- 
ments to  qualify  for  participation  in  these  Federal  student  aid  programs.  This  deter- 
mination is  made  by  the  staff  of  the  Department  of  Education's  Washington,  D.C. 
office.  In  the  case  of  Sara  Schenirer,  we  were  unable  to  review  the  Department's 
financial  Certification  file  for  the  school,  because  it  is  missing  from  the  Depart- 
ment's files.  Repeated  attempts  by  the  Department  to  locate  the  file  were  fruitless. 
To  satisfy  eligibility  requirements,  the  school  must  be  an  institution  of  higher 
education  as  defined  by  the  Higher  Education  Act.  Accordingly,  it  must: 

Be  an  educational  institution,  and 

(1)  admit  as  regular  students  only  persons  who  have  a  certificate  of  grad- 
uation from  a  secondary  school,  or  the  recognized  equivalent  of  such  a  cer- 
tificate (or  if  a  public  or  nonprofit  private  school,  admit  as  regular  students 
persons  who  are  beyond  the  age  of  compulsory  school  attendance  in  the 
State  in  which  the  school  is  located),  and 

(2)  be  legally  authorized  within  the  State  to  provide  a  program  of  edu- 
cation beyond  secondary  education,  and 

(3)  provide  an  educational  program  for  which  it  awards  a  bachelor's  de- 
gree or  provides  not  less  than  a  two-year  program  which  is  acceptable  for 
full  credit  towards  a  degree,  and 

(4)  is  a  public  or  other  nonprofit  institution,  and 

(5)  is  accredited  by  a  recognized  agency. 
OR 

be  a  school  which  provides  not  less  than  a  one-year  program  of  training 
to  prepare  students  for  gainful  employment  in  a  recognized  occupation  and 
which  meets  the  provisions  of  1,  2,  4,  and  5  above. 
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We  are  unable  to  determine  how  Sara  Schenirer  Teachers  Seminary  was  deemed 
eligible  under  the  law,  because  it  was  not  licensed,  or  recognized  by  the  State  of 
New  York,  did  not  confer  degrees,  and  its  courses  were  not  designed  to  prepare  stu- 
dents for  gainful  employment  in  a  recognized  occupation.  We  interviewed  current 
Department  employees  and  showed  them  the  school's  course  catalog,  which  states: 
"The  mission  of  Sara  Schenirer  Teachers  Seminary  is  to  offer  a  challeng- 
ing program  of  higher  Jewish  study  that  will  prepare  women  to  serve  as 
teachers,  mothers,  and  fully  realized  individuals  in  the  Jewish  community." 
The  Department's  eligibility  staff  told  us  that  because  some  of  the  graduates  may 
later  become  teachers  in  Jewish  elementary  or  secondary  schools,  or  even  teacher's 
aides,  the  school  was  eligible,  despite  the  fact  that  the  school  was  not  licensed  by 
the  State  of  New  York. 

The  catalog  also  contains  a  specific  "Disclaimer  of  Placement": 

"Sara  Schenirer  Teachers  Seminary  provides  no  guarantees  of  employ- 
ment or  placement,  implied  or  otherwise,  to  students  who  complete  its  cer- 
tificate or  diploma  programs.  Students  interested  in  academic  related  em- 
ployment are  advised  to  contact  Torah  U'Mesorah  national  Hebrew  Day 
School  Society." 
The  employees  stated  that  the  law  was  vague  and  inclusive,  not  exclusive.  They 
reasoned  that,  because  the  eligibility  decision  was  made  long  ago  by  people  who  no 
longer  worked  at  the  Department,  it  would  be  impossible  to  determine  the  school 
ineligible  today. 

It  is  clear  however,  after  reviewing  the  Department  of  Education's  eligibility  file 
for  this  school,  that  the  Department  did  not  initially  believe  the  school  met  the 
standards  proscribed  by  law. 

In  August  1974,  the  Department  sent  a  letter  to  Sara  Schenirer,  advising  the 
school  that  it  was  not  eligible  to  participate  in  the  Federal  programs,  because: 

"(1)  the  school  is  a  teacher  preparatory  institution  and  hence  it  cannot 
qualify  as  a  rabbinical  school  witn  a  religious  charter;  and  (2)  the  school 
is  not  officially  recognized  as  a  teacher  training  institution  by  the  New  York 
Board  of  Regents." 
But,  just  a  few  months  later,  the  Department  changed  its  mind.  In  the  Eligibility 
file  at  the  Department  of  Education  is  an  unsigned  copy  of  a  memorandum,  dated 
December  24,  1974,  which  certifies: 

"that  the  U.S.  Commissioner  of  Education  has  determined  that  the  Sara 
Schenirer  Teachers  Seminary,  Brooklyn,  New  York  has  met  the  definition 
of  an  eligible  institution  established  for  the  following  programs  and  is  eligi- 
ble to  apply: 
— Educational  Opportunity  Grants  (Basic  and  Supplemental — Undergraduate 

Only) 
— Insured  Loans  to  Students  in  Institutions  of  Higher  Education 
—College  Work-Study 
— National  Direct  Student  Loans" 
The  document  reflects  that  the  school  is  a  private  4  year  institution  which  is  eligi- 
ble because  of  "acceptance  of  credits  upon  transfer  by  three  accredited  institutions." 
There  is  nothing  in  the  Department's  file  to  indicate  any  change  in  the  school's  cir- 
cumstances since  the  original  denial  of  eligibility. 
The  file  also  contains  copies  of  letters,  each  sent  on  January  14,  1975,  to: 
Congressman  Herman  Badillo 
Congressman  Albert  Quie 
Congressman  James  Scheuer 
Senator  Jacob  Javits 
Congressman  John  Wydler 
notifying  these  elected  representatives  that  the  Department  had  decided  that  Sara 
Schenirer  Teachers  Seminary  was  eligible  to  participate  in  Federal  student  aid  pro- 
grams. "The  letters  were  sent  following  a  meeting  between  the  Members  and  the  De- 
partment. We  do  not  know  what  was  said  during  the  meeting;  however,  the  Depart- 
ment apparently  evaluated  the  programs  and  made  a  determination  that  "tnese 
teacher  training  seminaries  are  comparable  to  similarly  accredited  baccalaureate  de- 
gree granting  institutions  in  the  United  States."  We  note,  however,  that  Sara 
Schenirer  does  not  confer  degrees.  The  third  and  final  gate  was  opened. 

The  Department's  records  also  indicate  that  the  school  failed  to  renew  its  "SIC" 
status  in  September  1978,  and  its  participation  was  terminated  until  November 
1978,  when  it  regained  its  eligibility  after  making  the  required  certifications.  In 
1982,  the  Department  again  renewed  the  school's  eligibility. 

For  some  unknown  reason,  the  school's  participation  in  these  programs  caused  a 
review  by  the  Inspector  General.  On  January  28,  1986,  the  Department's  New  York 
Regional  Inspector  General  for  Audit  issued  a  report  of  a  review  which  was  con- 
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ducted  to  determine  if  a  proper  determination  of  eligibility  had  been  made  concern- 
ing Sara  Schenirer  in  1982.  .     r»  n 
The  Department  had  renewed  Sara  Schenirer's  eligibility  to  participate  in  the  Pell 
grant  program  in  1982,  based  on  the  application  Sara  Schenirer  had  submitted. 

The  Inspector  General  found  that  the  Department  of  Education  had  improperly 
determined  Sara  Schenirer  to  be  eligible  for  participation,  and  recommended  that 
if  the  school  could  not  retroactively  establish  eligibility,  the  school  should  have  to 
reimburse  the  Department  for  the  estimated  $290,000  in  Pell  grant  awards  obtained 
during  the  perioci,  July  1,  1982— June  30,  1985.  The  Inspector  General  based  this 
determination  on  evidence  that  Sara  Schenirer's  certifications  on  the  transfer  of 
credits  for  its  students  to  accredited  institutions  were  in  error  and  invalid.  In  1987, 
the  Department  imposed  a  liability  of  $293,174  on  Sara  Schenirer  because  the  insti- 
tution was  ineligible  for  participation  in  the  Federal  student  aid  programs.  Sara 
Schenirer  appealed  this  decision,  and  the  Administrative  Law  Judge  found  in  the 
school's  favor;  the  3IC  method  was  confusing.  The  Department  of  Education  at- 
tempted to  appeal  the  Law  Judge's  finding,  but  made  its  appeal  in  an  untimely 
manner,  and  tne  Secretary  of  Education  refused  to  consider  the  Department's  ap- 
peal. 

On  December  3,  1988,  the  Accrediting  Council  for  Continuing  Education  and 
Training  (ACCET),  of  Richmond,  Virginia,  accredited  Sara  Schenirer  Teachers  Semi- 
nary, ending  the  3IC  debate  for  the  school. 

Sara  Schenirer  was  also  determined  liable  to  the  Department  for  the  school's  fail- 
ure to  file  audits  of  its  administration  of  Federal  program  funds  from  1984-1988. 
The  Department  settled  with  the  school  after  the  school  was  fined  $10,000. 

In  a  1992  audit  of  the  school's  participation  of  the  Federal  Student  Aid  Programs, 
an  independent  auditor  noted  that: 

"A  break-in  at  the  institution's  facilities  occurred  earlier  this  year  in 
which  certain  institutional  records  were  damaged  or  stolen.  As  a  result  of 
this,  we  were  provided  with  certain  reconstructed  records  and  certain  cer- 
tified statements  ft-om  former  students  attesting  to  the  validity  of  various 
information  and  documentation.  The  missing  information  included,  but  is 
not  limited  to  SAR's,  student  acknowledgments,  verification  material,  origi- 
nal student  applications  for  admissions  and  need  analysis.  .  .  ." 

PROGRAMS  AND  COURSES  OFFERED 

According  to  its  course  catalog,  Sara  Schenirer  Seminary  operates  the  following 
programs: 

— Judaic  Studies  Certificate  Program  at  64  semester  hours; 
— Judaic  Culture  Certificate  Program  at  64  semester  hours;  and 
— Judaic  Culture  Diploma  Program  at  56  semester  hours. 
In  addition,  the  school  has  operated  a  "special  education"  program  and  a  foreign 
branch  in  Israel,  Seminar  Yerushalayim,  a  full  day  Seminary  for  female  American 
students. 

As  is  evidenced  by  the  volume  of  Pell  grants,  the  Seminary's  enrollment  started 
to  build  in  1988,  and  then  grew  dramatically.  Based  on  our  review  of  the  school's 
documents,  produced  under  Subcommittee  subpoena,  we  believe  most  of  this  growth 
can  be  attriouted  to  just  this  one  program,  the  Immigrant  Culture  Program,  which 
offers  the  Judaic  Culture  Certificate  and  Diploma  programs  listed  above. 

According  to  the  school's  catalog  and  filings  made  with  its  accrediting  body,  the 
Accrediting  Council  for  Continuing  Education  and  Training  (ACCET),  the  Immi- 
grant Culture  Program  is  designed  to  educate  recent  immigrants: 

"The  American  scene  was,  in  recent  years,  suddenly  faced  with  the  arriv- 
al of  an  influx  of  immigrants  from  such  countries,  as  Russia  and  Iran, 
where  individuals  of  Jewish  faith  have  not  had  the  opportunity  to  study 
and  practice  their  rich  heritage  and  culture.  As  they  arrive  on  the  free 
shores  of  the  United  States,  their  interest  to  learn  about  the  history,  cul- 
ture, and  intellectual  underpinnings  of  their  religious  heritage  is  suddenly 
awakened. 

"Sara  Schenirer  Teachers  Seminary,  in  response  to  this  need,  has  created 
the  Immigrant  Culture  Program,  the  purpose  of  which  is  to  fill  this  burning 
intellectual  and  spiritual  need,  through  a  program  of  academics  designed  to 
mold  the  student  culturally  and  acclimate  him  to  the  American/Jewish 
scene." 
While  the  Staff  certainly  acknowledges  a  person's  right  and  choice  to  study  his 
or  her  religious  heritage,  we  strongly  question  whether  these  types  of  non-voca- 
tional, non-degree  granting  programs  satisfy  the  intent  or  policy  goals  underlying 
the  Federal  Pell  Grant  program. 
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The  Immigrant  Culture  Program — Sara  Schenirer's  largest  program— is  clearly 
not  a  vocational  training  program,  and  the  catalog  contains  a  specific  disclaimer  of 
placement. 

For  the  Judaic  Culture  Certificate  Program,  the  following  courses  are  offered: 

JUDAIC  CULTURE  CERTIFICATE  PROGRANd 

^  Credit 

Course  hours 

Jewish  Life  Cycle  1 1 1 A  3 

Jewish  Life  Cycle  121 A 3 

The  Jewish  Calendar  131   3 

Jewish  Personalities  161  3 

Jewish  Personalities  221  3 

Current  Events  181   ^ 

Current  Events  191   ^ 

The  Sabbath  115 3 

The  Holiday  I  245  2 

The  Holiday  II  31 1  2 

Parshat  Hashavua  I 3 

Parshat  Hashavua  II 3 

Parshat  Hashavua  III  3 

Parshat  Hashavua  IV  3 

Jevyrish  Philosophy  111  A  3 

Jewish  Philosophy  121  3 

Rationale  of  Jevinsh  Philosophy  211 A 3 

Overview  of  Jewish  History  1 1 1 A  3 

American  Jewish  History  311  3 

The  Jew  in  Russia  421A  3 

Hebrew  Reading  &  Writing  I 3 

Hebrew  Reading  &  Writing  II 3 

Hebrew  Language  221  3 

Introductory  English  Skills  I  ^ 

Introductory  English  Skills  II  6 

Intermediate  Reading  &  Writing  I  3 

Intermediate  Reading  &  Writing  II  3 

Conversational  English  '' 

Intermediate  Composition 3 

Civics  I  3 

Civics  II  5 

We  note  that,  in  and  of  themselves,  there  is  nothing  wrong  about  these  individual 
classes:  many  mainstream  colleges  and  universities  offer  classes  in  English,  foreign 
languages,  and  religious  studies.  We  question  the  fact  that  the  Federal  Government 
paid  Sara  Schenirer  millions  of  dollars  in  the  last  2  years  to  put  this  program  on; 
a  program  which  pays  its  students  to  attend  its  classes,  and  which,  for  those  who 
complete  it,  results  in  a  certificate  that  has  no  recognition  or  marketability. 

We  asked  the  staff  of  the  U.S.  Department  of  Education  how  this  program  could 
be  eligible  for  Federal  student  financial  aid,  since  its  completion  did  not  result  in 
a  degree  and  since  the  training  it  offered  was  not  for  a  recognized  vocation.  Accord- 
ing to  the  Department's  employees,  a  key  weakness  of  the  Federal  program  can  be 
found  in  the  implementing  legislation — the  Higher  Education  Act.  The  Department 
of  Education  recognizes  institutions,  not  programs.  Therefore,  once  an  institution  is 
determined  eligible  on  the  basis  of  one  set  of  educational  programs,  it  may  create 
new  programs  for  which  students  may  receive  Federal  aid.  As  we  found  in  the  case 
of  Sara  Schenirer,  these  new  programs  may  not  lead  to  a  degree  or  employment  in 
a  recognized  vocation.  The  Federal  Government,  it  turns  out,  relies  on  the  school, 
the  States,  and  the  accreditors  to  determine  the  value  of  the  added  programs  at  par- 
ticipating schools. 

EXPLOITING  THE  POOR  IMMIGRANT  AND  THE  TAXPAYER 

According  to  its  catalog,  Sara  Schenirer's  immigrant  culture  program  "teaches  a 
wide  spectrum  of  Judaic  studies  covering  the  pertinent  areas  of  Jewish  history,  law, 
bible,  and  philosophy  .  .  ."  coupled  with  English  and  Hebrew  language  lessons.  By 
offering  English  language  lessons  to  Russian  immigrants  in  the  Bronx,  the  school 
came  to  the  attention  of  Don  Bluestone,  the  director  of  a  community  center  there. 

The  Staff  interviewed  Mr.  Bluestone,  who  subsequently  provided  the  Subcommit- 
tee with  an  affidavit.  Mr.  Bluestone,  who  is  the  executive  director  of  the  Mosholu- 
Montefiore  Community  Center  in  the  Bronx  testified  that  some  of  the  services  of- 
fered at  his  community  center  are  specifically  designed  to  help  recent  immigrants 
in  getting  settled  in  the  United  States.  His  center's  Russian  Jewish  Settlement  and 
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Outreach  Center  provides  help  with  apartments,  jobs,  social  clubs,  child  care,  and 
training.  The  center  offers  free  classes  in  basic  English  language  to  the  immigrants. 
Bluestone  said  that,  in  1991,  his  center  was  providing  free  English  classes  to  ap- 
proximately 100  Russian  immigrants.  He  used  volunteer  instructors  to  teach  basic 
survival  English  to  the  Russians,  because  there  was,  and  is.  a  real  need  for  it  in 
the  community.  At  that  time,  Bluestone  spread  the  word  that  he  needed  more  volun- 
teer English  teachers.  Bluestone  said  that  Sara  Schenirer,  a  school  in  Brooklyn,  re- 

spondea  to  the  call.  ,,    ,  ,  .  j      u  .  •      xu 

Bluestone  said  that  an  employee  of  Sara  Schenirer  called  him  and  told  him  that 
Sara  Schenirer  would  teach  English  to  the  immigrants,  and,  using  government  stu- 
dent aid,  provide  the  students  with  a  "stipend"— a  cash  payment  of  $400  per  year 
to  each  student,  to  attend.  There  would  be  no  cost  for  the  student  or  the  Center, 
and  no  cost  for  Sara  Schenirer  to  use  the  Center's  facilities. 

In  fact,  Sara  Schenirer  would  be  receiving  Federal  Pell  grant  funds  for  this  serv- 
ice. The  Federal  Government  would  now  be  paying  $1,200  per  student,  per  semes- 
ter, for  the  same  course  previously  provided  at  no  cost  by  the  Center — on  a  volun- 
teer basis— to  these  students.  Of  that  amount,  $200  was  paid  directly  to  each  stu- 
dent per  semester  to  attend.  „    ,  ,        ,     ,      ^  „ 

In  the  Fall  of  1991,  Bluestone  said,  Sara  Schenirer  enrolled  hundreds  of  Russian 
immigrants  in  English  classes  at  the  community  center.  Employees  assisted  the  im- 
migrants, many  of  whom  were  elderly  and  not  very  well  educated,  m  filling  out 
forms,  including  Federal  Pell  grant  applications  provided  by  representatives  of  Sara 
Schenirer.  The  students  were  happy  with  the  instruction  and  very  happy  that  they 
were  being  paid  to  attend  classes.  Bluestone  said,  however,  that  things  changed.  He 
began  hearing,  through  his  employees,  that  some  of  the  immigrants  were  confused. 
Upon  inquiry,  Bluestone  said  that  he  learned  that  Sara  Schenirer  was  teaching  not 
only  English,  but  Hebrew  as  well.  He  wondered  how  elderly  Russian  were  supposed 
to  learn  two  very  distinct  and  complex  languages  at  the  same  time.  His  concern 
grew  into  alarm  when  he  was  told  that  the  students  were  not  only  being  taught 
about  Judaic  history,  but  were  also  being  forced  to  convert  to  Orthodox  Judaism. 
Bluestone  said  he  raised  his  concerns  with  the  instructors,  and  things  appeared  to 
return  "to  normal."  Bluestone  said  the  semester  ended,  in  the  Summer  of  1992, 
without  incident.  ^  ,      .        .    j       i. 

In  the  Fall  of  1992,  Bluestone  began  to  wonder  why  Sara  Schenirer  had  not  re- 
turned to  offer  the  English  classes.  He  learned  that  the  school  had  moved  its  Eng- 
lish and  Judaic  studies  programs  to  a  synagogue,  and  then  later  to  another  commu- 
nity center  in  the  Bronx.  Bluestone  told  the  Staff  that  he  thinks  that  Sara  Schenu-er 
is  exploiting  the  Russian  immigrant  population  by  using  Federal  Pell  grants  to  pay 
the  immigrants  to  attend  its  classes. 

The  Staff  has  learned  that  Sara  Schenirer's  practice  of  paying  students  to  attend 
classes  is  not  unique,  and  may  be  a  growing  phenomena  in  the  New  York  area.  The 
General  Accounting  Office,  using  the  Pell  grant  data  for  37  Judaic  Studies  schools 
in  the  New  York  area,  found  over  140  students  who  had  received  Pell  grants  from 
four  or  more  schools  from  1987-1992.  The  Staff  considers  this  rather  odd,  because, 
as  best  as  we  are  able  to  determine,  these  schools  offer  basically  the  same  type  of 
programs  and  classes:  English  as  a  second  language  and  Judaic  history.  For  the 
same  period,  1335  students  had  attended  three  or  more  schools.  The  data  appears 
to  disclose  that  the  practice  is  not  limited  to  recent  Russian  immigrants,  since  for 
some  of  the  schools,  the  student  base  appears  to  be  made  up  of  members  of  the  local 
ultra  orthodox  Jewish  community. 

We  also  note,  as  we  will  detail  below,  that  our  interviews  of  some  of  these  stu- 
dents disclosed  inconsistencies  between  their  academic  and  financial  aid  files  at 
these  different  institutions.  Moreover,  some  of  these  students  told  us  they  had  never 
heard  of,  nor  attended,  some  of  the  schools  for  which,  according  to  the  Department 
of  Education  records,  the  schools  received  Pell  grant  funds  in  their  names. 

We  interviewed  several  former  students  of  Sara  Schenirer  Teachers  Seminary  who 
confirmed  that  they  had  paid  no  tuition  to  attend  the  school,  but  had  received  pay- 
ments to  attend  classes.  Several  students  stated  that  they  needed  the  payments  to 
survive  financially,  and  some  indicated  they  would  not  attend  the  classes  if  they 
were  not  paid  to  do  so.  This  practice  seems  to  guarantee  not  only  attendance,  but 
students  who  return  for  another  semester.  And  who  wouldn't? 

A  review  of  the  Department  of  Education's  computer  files  by  GAO  revealed  the 
following  students  of  Sara  Schenirer  Teachers  Seminary  who  attended  at  least  three 
other  schools  since  1988: 

Ms.  SOFYA  FISHLER  is  an  American  citizen  who  resides  in  Brooklyn. 
According  to  the  U.S.  Department  of  Education's  databases,  Sara  Schenirer 
Teachers  Seminary  (1992),  Molloy  College  (1991,  1992),  Derech  Ayson  Rab- 
binical Seminary  (1989),  and  Touro  College  (1988)  all  obtained  Pell  grants 
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for  Ms.  Fishler's  attendance  at  their  schools.  Ms.  Fishier,  when  interviewed 
by  Staff,  said  she  had  gone  to  Sara  Schenirer  to  take  Jewish  culture,  his- 
tory and  English  language  classes.  Ms.  Fishier,  who  speaks  very  poor  Eng- 
lish, said  that  she  had  never  gone  to  anjy  other  schools,  and  had  never 
heard  of  Molloy  College,  Derech  Ayson  Rabbinical  Seminary  or  Touro  Col- 
lege. The  Staff  reviewed  Sara  Schenirer's  files  as  they  pertain  to  Ms. 
Fishier  and  found  the  following: 

Ms.  Fishier  applied  for  admission  into  Sara  Schenirer  on  August  28, 
1991.  She  lists  her  date  of  birth  as  August  20,  1925,  and  having  graduated 
from  "No.  23  Moskow"  High  School  in  1943.  The  entry  forms  indicate  Ms. 
Fishler's  "Knowledge  of  English"  as  "average."  Under  the  item  "list  all  col- 
leges or  institutions  of  higher  learning  you  have  attended"  the  typed  entry 
is  "NONE."  On  September  4,  1991  the  files  indicate  Ms.  Fishier  enrolled 
in  12  semester  hours  at  a  cost  of  $1,175  to  take  three  classes:  Parshat 
Hahavua  I,  Jewish  Life  Cycle  I,  and  Introductory  English  Skills  I.  Her  Fall 
1991  Student  Grade  Card  indicates  Ms.  Fishier  received  an  A  in  each  of  the 
first  two  classes,  and  a  B  in  English  Skills  I,  for  a  GPA  of  3.5  for  the  term. 
Ms.  Fishier  enrolled  in  the  Spnng  1992  term  and  took  Parshat  Hashavua 
II,  Jewish  Life  Cycle  II,  and  Introductory  English  Skills  II,  and  recieved  an 
A,  B,  and  A  respectively.  The  school  received  $2,400  in  Pell  awards  for  Ms. 
Fishier  and  paid  her  $150  per  semester,  or  $300  in  what  they  termed  an 
"institutionalscholarship." 
The  Staff  also  reviewed  Ms.  Fishler's  Molloy  College  files.  According  to  the  files, 
Ms.  Fishier  was  admitted  to  Molloy  in  September  1989  and  withdrew  on  September 
3,  1991,  (the  day  before  enrolling  at  Sara  Schenirer)  after  receiving  a  cumulative 
GPA  of  3.66  and  completing  all  48  semester  hours  attempted.  According  to  their 
files,  Ms.  Fishier  successfijlly  completed: 
Voice  and  Diction 
Grammar  Review  I 
Oral  Production  I 
The  Old  Testament 
Experience  in  Communication 
Grammar  Review  II 
Oral  Production  II 
Judaiam  [sic] 
Composition  I 
Reading  Study  Skills  I 
Achieving  Musical  Insight 
American  national  Government 
Effective  Business  Writing 
Short  Story 

American  Civilization  I 
The  Family 
She  received  10  A's,  four  B's.  and  one  C+,  at  a  school  she  said  she  has  never  heard 
of. 

At  Molloy,  the  form  Usts  her  having  graduated  ft-om  "No.  5"  High  School  in 
Moailev  Podolsk  in  June  1943.  Perhaps  she  was  confused  about  the  question. 

At  both  Sara  Schenirer  and  Molloy  College,  all  of  the  course  catalogs,  enrollment 
forms  and  complex  Pell  award  summary  documents  are  in  English.  Despite  the 
many  studies  listed  at  both  Sara  Schenirer  and  Molloy  College,  Ms.  Fishier  has  an 
extremely  hard  time  communicating  in  the  English  language.  As  the  Staff  will  detail 
later,  students  attending  Molloy  College  not  only  participated  in  the  Pell  grant  pro- 
gram, but  also  the  New  York  State  Tuition  Assistance  Program,  which  gives  even 
larger  grants  to  students. 

Mrs.  IDA  GOLDBERG  is  a  resident  alien  who  resides  in  Brooklyn  with  her  hus- 
band ISAAK  GOLDBERG.  According  to  the  U.S.  Department  of  Education's 
databases,  Touro  College  (1992)  Sara  Schenirer  Teachers  Seminary  (1992),  Molloy 
College  (1990,  1991),  Bramson  ORT  (1990),  and  the  Academy  for  Jewish  Education 
(1989)  all  obtained  Pell  grants  for  both  IDA  and  ISAAK's  attendance  at  their 
schools.  Mrs.  GOLDBERG  could  not  communicate  without  the  assistance  of  a  trans- 
lator. She  was  interviewed  by  the  Staff  and  GAO.  Mr.  Goldberg  was  interviewed  by 
GAO.  Both  stated  that  they  had  gone  to  Sara  Schenirer  for  two  semesters  and  at 
Bramson  ORT  for  4  months,  but  they  had  dropped  out  because  they  did  not  like 
Bramson  ORT.  Mrs.  Goldberg  stated  she  had  taken  an  entrance  examination  at 
Touro  college,  but  did  not  enroll  or  attend  classes  there.  Both  said  they  had  never 
heard  of  either  Molloy  College  or  the  Academy  for  Jewish  Education.  Mrs.  Goldberg 
stated  that  she  attended  classes  for  Sara  Schenirer  in  the  basement  of  a  local  build- 
ing, and  that  tuition  was  free  and  she  was  paid  $200  per  semester  to  attend. 


167 

A  review  of  IDA  GOLDBERG'S  files  at  Sara  Schenirer  disclosed  that  Mrs.  Gold- 
berg was  born  in  1924,  and  graduated  from  "No.  3  Kremenchug"  High  School  in 
1938.  She  enrolled  at  Sara  Schenirer  on  August  27,  1991,  and  under  the  entry  "List 
all  colleges  or  institutions  of  higher  learning  you  have  attended"  there  is  the  typed 
entry  "NONE."  Mrs.  Goldberg  attended  two  semesters  and  took  the  following  class- 
es, receiving  the  grades  as  indicated: 

Parshat  Hashavua  I  B 

Jewish  Life  Cycle  I  A 

Introductory  English  Skills  I  A 

Parshat  Hashavua  II  A 

Jewish  Life  Cycle  II  B 

Introductory  English  Skills  II  B 

Mrs.  Goldberg,  who  cannot  understand  English,  received  24  semester  hours  cred- 
its and  earned  a  cumulative  GPA  of  3.5  at  this  accredited  institution. 

Sara  Schenirer  paid  Mrs.  Goldberg  $150  per  semester,  according  to  its  files  (Mrs. 
Goldberg  said  the  school  paid  her  $200),  and  received  $2,400  in  Pell  to  cover  the 
$2,350  tuition. 

According  to  files  at  the  Academy  for  Jewish  Education,  Mrs.  Goldberg  enrolled 
in  the  1988  Fall  semester  for  classes  in: 
Genesis 

Beginning  Language  Skills 
Beginner's  Composition  Skills 
Sui^ey  of  Jewish  History 
$1,200  in  tuition  was  charged  and  $1,100  in  Pell  disbursed  to  cover  the  classes. 
The  school's  files  reflect  a  $100  scholarship  being  disbursed  to  cover  the  remaining 
tuition.  Mrs.  Goldberg  withdrew  from  the  courses,  according  to  the  file,  and  received 
no  grades.  Mrs.  Goldberg's  files  at  this  school  reflect  that  she  graduated  from  "No. 
3  Premichok"  in  the  Ukraine,  in  1942. 

According  to  the  files  at  Molloy  College,  Mrs.  Goldberg  attended  classes  there  in 
the  Fall  of  1989,  the  Spring  and  Fall  of  1990,  and  the  Spring  of  1991.  According 
to  their  files,  she  graduated  from  Kremenchug  High  School  in  1942,  and  never  at- 
tended any  other  schools  aft«r  that.  She  is  listed  as  having  attended  the  following 
classes  at  Molloy,  receiving  the  grades  indicated: 
Voice  and  Diction  B+ 

Grammar  Review  I  A 

Oral  Production  I  A 

The  Old  Testament  B 

Experience  in  Communication  B+ 

Grammar  Review  II  A 

Oral  Production  II  A 

Judaim  C+ 

Composition  I  B 

Reading  Study  Skills  B+ 

Achieving  Musical  Insight  B 

American  national  Government  B 

Effective  Business  Writing  A 

Short  Story  B+ 

American  Civilization  I  B 

The  Family  B 

Mrs.  Goldberg  earned  a  cumulative  GPA  at  Molloy  College  of  3.41  and  48  semes- 
ter hour  credits  towards  her  Associates  Degree.  All  at  a  school  she  cannot  remember 
attending. 

Mrs.  Goldberg's  husband,  ISAAK  GOLDBERG,  was  bom  in  1920  in  the  Ukrame. 
As  previously  noted,  Mr.  Goldberg  was  interviewed  by  the  GAO,  with  the  aid  of  an 
interpreter.  Mr.  Goldberg  told  the  GAO  that  he  had  only  attended  Sara  Schenirer 
Teachers  Seminary's  English  and  Jewish  History  classes,  and  4  months  of  classes 
at  Bramson  ORT,  and  like  his  wife,  denied  ever  attending  any  other  schools  in  the 
United  States,  even  though  other  schools  have  received  Pell  grant  monies  in  his 
name.  According  to  the  Pell  grant  database,  Mr.  Goldberg  has  attended  Touro  Col- 
lege (1992),  Sara  Schenirer  (1992),  Molloy  College  (1990  and  1991),  Bramson  ORT 
(1990),  and  the  Academy  for  Jewish  Education  (1989). 

Mr.  Goldberg's  files  at  Sara  Schenirer  disclosed  that  he  enrolled  in  Sara 
Schenirer's  Immigrant  Culture  Program  in  the  Fall  of  1991  and  the  Spring  of  1992. 
The  files  indicated  that  Mr.  Goldberg  had  graduated  from  high  school  No.  3  in 
Kremenchug  in  1934.  Mr.  Goldberg  took  the  following  classes,  receiving  the  grades 
as  indicated: 

Parshat  Hashavua  I  C 

Jewish  Life  Cycle  I  C 
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Introductory  English  Skills  I  B 

Parshat  Hashavua  II  B 

Jewish  Life  Cycle  II  C 

Introductory  English  Skills  II  B 

Sara  Schenirer  received  $2,400  in  Pell  grant  funds  on  Mr.  Goldberg's  behalf,  and 
applied  it  to  the  $2,350  tuition.  It  also  gave  Mr.  Goldberg  an  "institutional  scholar- 
ship" of  $300  for  the  year. 

Mr.  Goldberg's  files  at  the  Academy  for  Jewish  Education  list  his  high  school  as 
No.  3  Premichok  Ukraine  with  a  date  of  graduation  in  1938,  4  years  later,  and  at 
a  different  school  than  the  Sara  Schenirer  files  indicate.  The  Academy's  files  indi- 
cate Mr.  Goldberg  was  enrolled  for  the  Spring  1989  semester,  with  a  tuition  charge 
of  $1,200.  The  Academy  indicates  a  $1,100  Pell  grant  received  and  a  $100  scholar- 
ship being  awarded,  but  the  academic  files  reveal  that  Mr.  Goldberg  withdrew  fi-om 
the  four  classes  he  had  enrolled  in. 

Mr.  Goldberg's  files  at  Molloy  College  indicate  he  graduated  fi-om  high  school  in 
Kremenchug  in  1938.  The  files  indicate  he  enrolled  on  a  full  time  basis  at  Molloy 
in  the  Fall  1989  semester,  and  that  he  had  never  attended  any  other  school  after 
high  school,  and  he  had  never  received  Federal  student  grants  before.  He  applied 
for  a  Pell  grant  and  State  tuition  assistance  grants. 

According  to  the  files  at  Molloy  College,  Mr.  Goldberg  attended  the  following 
classes  fi-om  the  Fall  of  1989  through  the  Spring  of  1991,  and  received  the  grades 
as  indicated: 

Voice  and  Diction  A 

Grammar  Review  I  A 

Oral  Production  I  A 

The  Old  Testament  A 

Experience  in  Communication  B+ 

Grammar  Review  II  B+ 

Oral  Production  II  B+ 

Judaiam  [sic]  B 

Composition  I  B 

Reading  Study  Skills  I  B 

Achieving  Musical  Insight  B 

American  national  Government  B 

Effective  Business  Writing  B+ 

Short  Story  B+ 

American  Civilization  I  A 

The  Family  A 

Mr.  Goldberg  earned  48  Semester  hours,  with  a  cumulative  GPA  of  3.53  at  a 
school  he  said  he  never  attended. 

Mr.  BORIS  KRATMAN  of  Brooklyn,  New  York,  was  bom  in  1921,  and  is  also 
among  the  many  students,  that  according  to  the  Department  of  Education's  Pell 
grant  database,  also  attended  several  postsecondary  schools  where  Pell  grants  were 
used  to  pay  his  tuition.  According  to  the  database,  Mr.  Kratman  attended  the  Acad- 
emy for  Social  Action  (1988),  Bramson  ORT  (1990  and  1991),  Sara  Schenirer  (1991) 
and  Derech  Ayson  Rabbinical  Seminary  (1992).The  GAO  interviewed  Mr.  Kratman 
with  the  assistance  of  a  Russian  translator.  Mr.  Kratman  told  the  GAO  that  he  had 
attended  EngUsh  classes  in  a  local  synagogue  and  at  a  building  on  Brighton  4th 
Street,  but  he  denied  having  ever  enrolled  in  any  school,  or  applying  for  any  tuition 
assistance.  All  he  knew  was  that  he  went  to  English  classes  fi-om  the  Fall  of  1991 
to  the  Spring  of  1992,  and  was  paid  $200  to  attend  the  classes.  Mr.  Kratman  said 
he  stopped  going  to  classes  because  he  is  ill  and  has  to  go  on  kidney  dialysis  twice 
a  week.  Mr.  Kratman  provided  an  affidavit  wherein  he  testifies  that  he  has  never 
heard  of  any  of  the  above  listed  schools. 

A  review  of  Mr.  Kratman's  files  at  Sara  Schenirer  Teachers  Seminary  disclosed 
that  someone  enrolled  him  there  for  the  Spring  1991  semester  at  a  cost  of  $1,150. 
His  grade  report  for  that  semester  lists  three  courses  that  Mr.  Kratman  successfully 
completed: 

Introductory  English  Skills  I  A 

Parshat  Hashavua  II  B 

Jewish  Life  Cycle  I  B 

Despite  the  fact  that  on  his  application  for  admission,  Sara  Schenirer's  records  re- 
flect that  Mr.  Kratman  had  not  attended  any  other  schools  after  graduating  fi'om 
No.  1  Kakan  high  school  in  1938,  Sara  Schenirer's  files  contain  a  financial  aid  tran- 
script fi-om  Bramson  ORT  Technical  Institute,  which  indicates  Mr.  Kratman  re- 
ceived Pell  grants  in  the  1990-1991  and  1989-1990  award  years. 
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FOLLOW  THE  STIPEND 


The  Staff  did  interview  two  students  of  Sara  Schenirer  who  stated  they  had  at- 
tended the  school.  One  even  knew  that  the  Federal  Government  had  paid  his  tui- 
tion. What  remains  unexplained  is  why  or  how  students  appear  to  attend  so  many 
different  schools  to  learn  the  same  subjects. 

The  Staff  feel  that  the  Pell  grant  program  contains  a  systemic  weakness  that 
awards  this  bizarre  practice:  there  is  no  limit  to  the  number  of  years  for  which  a 
student  may  receive  a  Pell  grant.  That  is,  as  long  as  a  student  never  receives  an 
undergraduate  degree,  has  a  financial  need,  and  attends  approved  institutions,  the 
student  may  receive  Pell  grants  forever.  The  government  assumes  students  want  to 
graduate.  We  do  not  assume  a  student  would  go  from  school  to  school,  taking  the 
same  courses  over  and  over  again. 

That  alone,  however,  does  not  explain  how  these  students  knew  to  bounce  from 
school  to  school.  We  did  not  know  it  these  schools  were  collaborating,  shifting  theu- 
students  from  school  to  school,  or  if  the  students  somehow  shopped  from  school  to 
school  for  the  one  that  would  pay  the  largest  stipend.  The  General  Accounting  Office 
learned,  however,  that  some  of  the  schools  used  Pell  grant  brokers  to  enroll  stu- 
dents, and  we  were  told  that  these  independent  salesmen  would  broker  student  bio- 
graphical enrollment  information  to  the  highest  bidding  school. 

PROFITS  FOR  THE  NON-PROFIT 

We  reviewed  the  work  papers  of  Sara  Schenirer  Teacher  Seminary's  certified  pub- 
lic accountant.  The  school  had  not  had  audits  performed,  but  merely  compilations 
or  reviews  of  its  financial  data.  Accordingly,  the  CPA  could  not  express  an  opinion 
or  any  other  form  of  assurance  on  the  figures  presented.  We  attempted  to  interview 
the  person  responsible  for  presenting  the  calculations,  Mrs.  Tobi  Broyde,  but  she  de- 
clined the  interview  and  refused  to  answer  any  questions  in  deposition,  citing  her 
Fifth  Amendment  protection  against  self-incrimination  on  the  advice  of  counsel.  A 
copy  of  the  financial  statements  are  exhibits. 

Another  CPA,  Mr.  Samuel  Kohn,  received  over  $17,000,  during  the  1991-1992 
school  year,  in  fees  to  produce  an  audit  of  Sara  Schenirer's  handling  of  the  Federal 
Pell  grant  funds.  Mr.  Kohn's  workpapers  were  subpoenaed  by  the  Subcommittee, 
and  were  to  be  produced  no  later  than  September  20,  1993,  but,  despite  repeated 
requests,  he  has  produced  nothing.  [Subsequent  to  the  drafting  of  this  Staff  State- 
ment, Mr.  Kohn  provided  the  workpapers  to  the  Subcommittee.]  A  copy  of  two  of 
Mr.  Kohn's  audits  are  exhibits.  ,  „  „  ^  ^ 

Because  of  its  Immigrant  Culture  Program  and  the  Federal  Pell  Grant  Program^ 
Sara  Schenirer  Teachers  Seminary  has  grown  rapidly  since  the  late  1980  s,  paid  oft 
its  $650,000  mortgage,  purchased  property  in  Israel,  spun-off  the  Jerusalem  ooer- 
ation  at  a  cost  to  Sara  Schenirer  of  over  $800,000,  and  amassed  millions  of  dollars 
in  profits.  Aside  from  its  real  estate,  the  school  invests  in  mutual  funds. 

The  school  paid  one  consultant,  Yehuda  (Eugene)  Lowinger  who  is  the  Adminis- 
trator at  a  competing  school,  Derech  Ayson  Seminary,  over  $280,000  to  develop  a 
computer  system  for  Sara  Schenirer.  In  an  interview  with  Staff,  Lowinger  stated  he 
made  recommendations  regarding  the  purchase  of  computer  hardware  and  software 
to  the  school,  and  wrote  computer  programs  for  the  school.  Lowinger  told  the  Staff 
that  he  could  not  understand  why  the  community  was  unwilling  to  speak  with  the 
Staff.  He  said  he  had  nothing  to  hide,  but  then  declined  to  answer  questions  about 
Derech  Ayson  Seminary.  Lowinger,  in  response  to  the  Subcommittee  deposition  no- 
tice and  subpoena,  advised  the  Subcommittee  through  counsel  that  he  would  refuse 
to  answer  questions  and  assert  his  Fifth  Amendment  protection  against  self-incrimi- 
nation, o  u      •       ' 

Mr.  Chairman,  we  realize  that  many  questions  pertaining  to  Sara  Schenirer  s  par- 
ticipation in  the  Federal  student  aid  programs  remain  unanswered.  Given  the 
wholesale  lack  of  cooperation  by  the  school  during  this  inquiry,  the  Staff  rec- 
ommends the  Department  of  Education  permanently  bar  the  school  from  participa- 
tion in  the  Pell  Grant  Program  and  refer  the  matter  to  the  Inspector  General,  the 
FBI  and  the  IRS  for  further  investigation. 

MOLLOY  College 

As  part  of  the  Staffs  review  of  the  Pell  Grant  program,  we  examined  the  rapid 
growth  in  recent  years  of  Pell  grant  funding  at  Molloy  College,  a  private,  non-profit 
college  in  New  York  State.  Molloy  was  founded  in  1955  as  Molloy  Catholic  College 
for  Women  and  is  located  in  Rockville  Centre,  Long  Island,  New  York.  Unlike  the 
other  schools  highlighted  in  the  Subcommittee's  investigation,  Molloy  is  a  college  in 
the  traditional  sense  of  the  word,  with  a  campus,  honor  societies,  and  athletic  pro- 


170 

grams.  The  college  offers  over  thirty  undergraduate  degrees  and  a  Master  of  Science 
degree  in  nursing.  The  school  gained  accreditation  from  the  Middle  States  Associa- 
tion of  Colleges  and  Secondary  Schools  in  1967.  Enrollment  has  grown  from  44  (in 
1955)  to  over  three  thousand  undergraduates  in  1992.  Currently,  tuition  is  $7,990 
per  year  ($3,995  per  semester). 

Beginning  in  1987,  the  school  began  offering  an  off-site  Associate's  (AA)  Degree 
Program  for  Recent  Immigrants  at  over  40  independently  operated  locations  in  the 
New  York  City  area.  This  program  awards  an  Associate's  Degree  in  Liberal  Arts 
and  caters  primarily  to  Russian  immigrants.  The  Associate's  Degree  in  Liberal  Arts 
is  offered  at  the  main  campus,  as  weil,  and  normally  requires  2  years  to  complete. 
The  Associate's  Degree  Program  for  Recent  Immigrants  normally  requires  3  years 
to  complete  the  same  framework  of  courses,  because  of  the  addition  of  two  semesters 
of  English  as  a  Second  Language. 

The  enrollment  figures  shown  above  reflect  a  doubling  of  MoUoy's  enrollment  in 
a  six-year  period  primarily  as  a  result  of  the  influx  of  students  enrolling  in  the  AA 
Degree  Program  for  Recent  Immigrants.  Moreover,  the  School's  receipt  of  Pell  grant 
funds  increased  substantially — tripling  in  just  2  years — as  a  direct  result  of  the  de- 
velopment and  growth  of  this  program  because  almost  everyone  enrolled  in  the  Re- 
cent Immigrant  program  received  Pell  Grants  (see  Appendix  I).  The  Department  of 
Education  and  the  New  York  State  Comptroller's  Office,  on  behalf  of  the  New  York 
State  Education  Department,  conducted  audits  and  reviews  of  this  particular  pro- 
gram which  raised  a  number  of  questions  concerning  the  school's  participation  in 
the  Pell  grant  programs.  The  New  York  State  Education  Department,  within  the 
past  2  weeks,  found  the  AA  Degree  Program  for  Recent  Immigrants  significantly  dif- 
ferent from  the  State-approved  program  on  campus,  leading  to  the  program  being 
declared  ineligible  for  student  financial  aid  funds. 

Prompted  by  questions  raised  by  the  Department  of  Education's  reviews,  the  Staff 
undertook  a  case  study  of  Molloy  s  AA  Degree  Program  for  Recent  Immigrants  and 
found  the  following: 

— Rapid  growth  of  the  off-campus  AA  Degree  Program  for  Recent  Immigrants 
led  to  Targe  increases  in  the  amount  of  Pell  Grant  funds  disbursed  to  the 
school  and  provided  significant  profits  for  the  school  and  sites  involved. 
— Promotees  of  the  off-campus  locations  offering  the  AA  Degree  Program  for  Re- 
cent Immigrants  sought  out  and  associated  themselves  with  Molloy  CoUege 
in  order  to  obtain  eligibility  for  Federal  and  State  financial  aid  funds  by  using 
the  eligibility  previously  granted  Molloy  by  the  Department  of  Education. 
— The  AA  Degree  Program  for  Recent  Immigrants  was  specifically  designed  to 
ensure  that  students  paid  no  money  for  the  education  other  than  that  which 
the  Government  woula  provide  under  the  grant  programs.  Tuition  not  covered 
by  Federal  or  State  gjant  programs  was  waived  by  Molloy  College,  unlike  the 
Associate's  Degree  offered  on  campus,  where  full  tuition  was  collected.  As  in 
the  cases  of  Bais  Fruma  and  Sara  Schenirer,  students  were  recruited  and 
were  paid  to  attend  the  program  in  exchange  for  signing  up  for  financial  aid. 
— Employees  of  Molloy  College  had  minimal  control  of  or  involvement  in  the  ac- 
tual operation  of  the  off-campus  AA  Degree  Program  for  Recent  Immigrants. 
As  in  the  case  of  Sara  Schenirer,  the  off-campus  locations  to  date  have  pri- 
marily given  English  language  classes  to  Russian  immigrants,  some  of  whom 
we  believe  have  little  or  no  expectation  of  receiving  a  degree. 
— Despite  its  lack  of  control  or  involvement  in  the  actual  operation  of  the  AA 
Degree  Program  for  Recent  Immigrants,  Molloy  received  a  set  portion  of  the 
Federal  Pell  grant  funds  disbursed  for  students  attending  the  off-campus 
classes. 
— Molloy  College  lacked  adequate  oversight  over  the  program  at  the  AA  Degree 
Program  for  Recent  Immigrants  at  the  off-site  locations,  leading  to  many  of 
the  findings  listed  by  the  State  and  the  Department  of  Education  in  their  re- 
spective audits  and  reviews. 
— The  Middle  States  Association  of  Colleges  and  Schools  failed  in  its  respon- 
sibility to  assure  the  quality  of  education  of  the  AA  Degree  Program  for  Re- 
cent Immigrants  and  to  provide  an  adequate  review  process. 
— MoUoy's  AA  Degree  Program  for  Recent  Immigrants  was  found  to  be  signifi- 
cantly different  from  the  on-campus  Associate's  Degree  program  on  which  it 
was  modeled  by  the  New  York  State  Education  Department  and  also  by  the 
U.S.  Department  of  Education.  Because  of  those  differences  and  the  fact  that 
the  off-campus  program  as  operated  had  not  been  approved,  the  financial  aid 
funding  was  disbursed  to  an  ineligible  program.  If  these  findings  are  upheld, 
this  could  result  in  up  to  $16  million  in  liabilities  for  Molloy. 
The  Subcommittee,  in  studying  the  AA  Degree  Program  for  Recent  Immigrants 
at  Molloy  College,  went  beyond  a  simple  examination  of  State  and  Federal  adminis- 
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trative  reviews  of  the  off-campus  program.  The  Subcommittee  Staff  actually  visited 
off-campus  sites,  conducted  interviews  with  school  representatives,  points  of  contact 
at  the  organizations  managing  the  off-campus  classrooms,  teachers,  and  students, 
as  well  as  representatives  of  the  Department  of  Education  and  New  York  State  Edu- 
cation Department.  Additionally,  reports  issued  by  these  departments  as  well  as  nu- 
merous documents  provided  by  MoUoy  and  the  off-campus  sites  were  reviewed.  The 
results  of  this  study  revealed  a  disturbing  picture  of  abuse  of  the  Pell  Grant  pro- 
gram. 

THE  BEGINNING  AND  GROWTH  OF  THE  PROGRAM 

Besides  the  academic  programs  offered  at  the  main  campus,  Molloy  College  spon- 
sors several  courses  of  study  at  various  locations  throughout  the  New  York  City 
area.  Their  "Continuing  Education  and  Training  for  Industry"  program  is  an  exam- 
ple and  it  awards  certificates  in  a  number  of  concentrations  with  classes  held  both 
on  campus  and  off.  By  far,  the  largest  such  program,  and  the  one  which  concerns 
the  Subcommittee,  is  the  "Degree  Program  for  Recent  Immigrants".  MoUoy's  1992- 
1993  catalogue  describes  the  program  this  way: 

"Molloy  College  offers  an  Associate's  Degree  Program  for  recent  immi- 
grants at  a  number  of  different  locations  in  New  York  City.  The  sites  in- 
clude Far  Rockaway,  Forest  Hills,  Jackson  Heights,  Manhattan  Beach, 
Sheepshead  Bay,  Flatbush,  Brighton  Beach  and  Crown  Heights  and  others. 
In  addition  the  College  also  has  enrolled,  on  campus,  a  large  number  of 
Russian  students  who  are  studying  in  an  accelerated  program  toward  a 
Bachelor's  Degree  and  to  become  Registered  Nurses.  As  the  population  of 
immigrants  continues  to  expand  as  a  result  of  changes  throughout  the 
world,  and  the  demand  for  these  types  of  programs  contmues  to  grow,  addi- 
tional sites  and  additional  programs  will  be  developed.  This  aspect  of  the 
Molloy  community  adds  a  aiversity  and  richness  which  is  of  benefit  to  us 

all." 

According  to  the  catalogue,  the  Associate's  Degree  (AA)  mentioned  above  specifi- 
cally awards  a  Liberal  Arts  AA  to  students  who  complete  the  course  of  study.  This 
off-campus  AA  degree  is  the  same  degree  as  awarded  to  students  who  attend  classes 
on  campus,  and  the  off-campus  program  is  supposedly  modeled  after  the  on-campus 
AA  degree  program.  It  is  useful  at  this  point  to  outline,  generally,  the  requirements 
for  completion  of  the  AA  Degree  in  Liberal  Arts  as  offered  on  campus. 

According  to  the  catalogue,  an  on-campus  AA  degree  candidate  must  complete  a 
total  of  64  credits  with  a  "C"  average  or  better.  The  credits  are  divided  into  52  core 
(required)  credits  and  12  elective  credits.  Thirty-three  of  these  credits  must  be  com- 
pleted in  residence  at  the  Molloy  campus.  The  AA  offered  off  campus  differs  fi-om 
that  on  campus  in  several  respects.  The  addition  of  credits  for  an  English  as  a  Sec- 
ond Language  (ESL)  requirement,  method  of  instruction  in  some  classrooms,  and 
the  structure  of  the  curriculum  are  chief  among  these.  These  differences  prove  cru- 
cial in  recent  developments  concerning  Molloy  and  the  AA  Degree  Program  for  Re- 
cent Immigrants.  Before  comparing  the  two  in  depth,  it  is  necessary  to  understand 
the  evolution  of  the  off  campus  AA  program,  it's  comparative  size,  and  the  effects 
it  has  had  on  enrollment,  revenue  and  the  amount  of  Federal  and  State  student  fi- 
nancial aid  received  by  the  College. 

Sister  Patricia  Morris,  Vice  President  of  Academic  Affairs  of  Molloy  College,  acts 
as  the  school's  contact  relative  to  the  development  and  oversight  of  the  AA  Degree 
Program  for  Recent  Immigrants.  During  an  interview  with  her  in  July  of  1993,  Mor- 
ris stated  that  the  program  began  in  1987.  During  the  early  part  of  that  year.  Rabbi 
Joseph  Gelman  approached  the  school  for  their  sponsorship  in  offering  their  AA  de- 
gree through  the  two  schools  he  represented.  These  two  schools  were  the  Long  Is- 
land Seminary  and  the  Academy  for  Jewish  Education.  Gelman  told  Molloy  that,  al- 
though these  were  accredited  Jewish  studies  programs,  he  was  looking  for  a  way 
to  provide  a  liberal  arts  education  to  the  students  at  these  schools  to  broaden  their 
educational  opportunities,  and  to  offer  something  other  than  a  religious  program. 
Gelman  told  Molloy  that  he  had  ah-eady  approached  the  City  University  of  New 
York  (CUNY)  and  they  were  not  interested.  He  said  he  chose  Molloy  because  he 
liked  the  looks  of  their  campus.  Gelman  wished  to  offer  this  program  to  these  stu- 
dents not  at  Molloy's  main  campus,  but  at  sites  located  in  the  students'  neighbor- 
hoods. 

After  a  few  months  of  negotiations  between  Molloy  College  and  Gelnian  regarding 
curriculum,  off-campus  and  Molloy  administrative  and  teaching  requirements,  and 
financial  responsibilities,  the  program  began  in  the  Fall,  1987  semester.  The  pro- 
gram, as  described  by  Gelman,  catered  to  a  population  of  Russian  Jewish  immi- 
grants. These  students  were  mostly  elderly  and  spoke  little  or  no  English.  Some  stu- 
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dents  were  highly  educated  in  their  native  country  but  needed  the  language  and  fur- 
ther study  in  the  United  States  to  help  them  locate  work.  This  profile  continued 
throughout  the  growth  of  the  program  with  the  exception  of  two  contracts  which 
Molloy  later  signed  with  other  organizations,  whose  students  were  of  varying  ethnic 
backgrounds. 

According  to  Morris,  there  were  initially  two  locations  with  the  site  at  Forest  Hills 
enrolling  18  and  the  site  at  Far  Rockaway  enrolling  16  students.  From  this  modest 
start,  the  program  mushroomed  into  over  40  sites  with  nearly  1,800  students  in  just 
5  years.  While  there  are  over  40  sites,  Molloy  contracted  with  ten  organizations 
which  managed  varying  numbers  of  the  sites.  The  sites  where  classes  are  held  are 
located  in  community  centers,  senior  citizens  centers,  synagogues,  churches,  and 
public  schools  depending  on  the  organization  managing  the  program.  Many  of  these 
sites  are  located  near  the  homes  of  students  for  their  convenience.  The  sites  are  also 
located  in  community  centers  which  serve  the  Russian  immigrant  community  as  this 
is  where  many  of  the  students  are  "recruited"  for  the  off-site  program.  The  table 
below  shows  the  organizations  which  contracted  with  Molloy  to  offer  the  off-campus 
AA  Degree  Program  for  Recent  Immigrants  and  their  date  of  entry  into  the  pro- 
gram. 

AA  DEGREE  PROGRAM  FOR  RECENT  IMMIGRANTS 

Contract  Date  of  entry 

TORAH  (Formerly  Long  Island  Seminary  and  the  Jewish  Academy  for  Education) Fall  1987 

Institute  for  Refugees  for  Eastern  Europe  (IREE)  ^3"  '•9^9 

Metropolitan  Education  Center  (IVIEC)  f'^"  ''^^^ 

Kollell  Birchas  Yaakov/DARS  Derech  Ayson  Rabbinical  Seminary  Spring  1991 

Coalition  for  the  Advancement  of  Religion  and  Education  (CARE) Fa"  ''992 

Peninsula  Education  Center  (PEC)  ''a"  ''992 

Council  of  Jewish  Organizations  (COJO)  of  Flatbush  Spring  1992 

Jewish  Institute  for  New  Americans  (JINA) Spring  1992 

English  Learning  Systems  (Kass)  Spring  1992 

Academic  Learning  Center  (Schauder) Spnng  1993 

In  the  fall  of  1990,  the  AA  Degree  Program  for  Recent  Immigrants  began  to  grow 
significantly.  Molloy  College  signed  two  more  contracts  with  entities  desiring  to  offer 
the  AA  Degree  in  their  communities.  The  off-campus  locations  increased  to  seven. 
The  1991-1992  school  year  saw  Molloy  contracting  with  seven  organizations  and  the 
sites  increasing  from  11  in  the  Spring  91  term  to  22  in  the  Fall  of  1991.  Over  the 
next  three  semesters  the  number  of  contracts  increased,  varying  from  8  to  9  and 
the  number  of  sites  multiplied  from  28,  to  37,  to  finally  45  in  the  Spring  93  term. 

As  the  off-campus  program  grew,  so  did  the  amount  of  Pell  funds  Molloy  received. 
Pell  Grant  payments  for  all  students  enrolled  at  Molloy  actually  fell  slightly  during 
the  period  covering  the  1979-1980  to  1986-1987  school  years.  The  ensuing  years 
saw  the  disbursements  increase  ten  times  in  size  from  $328,728  in  1987-1988  to 
$3,391,491  in  1992-1993.  The  amount  of  Pell  funds  provided  nearly  tripled  in  the 
1990-1991  to  1991-1992  school  years  alone. 

In  order  to  get  the  true  picture  of  the  amount  of  Pell  funds  disbursed  solely  to 
students  in  the  AA  Degree  Program  for  Recent  Immigrants,  a  comparison  must  be 
made  between  the  total  amount  of  Pell  funds  disbursed  to  all  Molloy  students  and 
the  amount  allocated  to  the  AA  Degree  Program  for  Recent  Immigrants  students. 
This  computation  reveals  that  even  at  the  beginning  of  the  program,  the  AA  Degree 
Program  for  Recent  Immigrants  students  received  a  significant  portion  of  the  Pell 
monies.  The  following  table  shows  that  the  thirty-four  students  initially  enrolled  in 
that  oflF-campus  program  in  the  1987-1988  school  year  received  $82,900  in  Pell 
Grant  funds  according  to  records  supplied  by  Molloy.  This  accounted  for  approxi- 
mately 25  percent  of  MoUoy's  total  Pell  disbursements.  In  the  1991-1992  school  year 
that  figure  had  increased  to  80  percent  and  in  the  last  year  of  operation,  1992-1993, 
the  figure  increased  to  83  percent  of  total  Pell  disbursements  to  Molloy.  It  is  impor- 
tant to  note  that  enrollment  in  the  AA  Degree  Program  for  Recent  Immigrants  is 
roughly  equal  in  size  to  the  total  on-campus  enrollment  for  all  programs  at  Molloy 
which  receives  only  17  percent  of  the  Pell  disbursements. 


173 

PELL  DISBURSEMENTS  TO  THE  AA  DEGREE  PROGRAM  FOR  RECENT  IMMIGRANTS  VERSUS 
TOTAL  PELL  DISBURSED  TO  MOLLOY  COLLEGE 

AA  Degree 
V,  Program  for       Total  Pell       d„,o^„. 

Year  Recent  Im-        Disbursed      P«'^"' 

migrants 


1987-1988  $     82,900  $   328,728  25 

1988-1989    244,810  524,240  46 

1989-1990  219,300  826.777  27 

1990-1991    772.729  1 ,187.158  65 

1991-1992  2,537,294  3,153,240  80 

1 992-1 993  $2,828,181  $3,391,491  83 

Molloy  College's  total  revenues  and  income  from  tuition  and  fees  also  increased 
as  a  result  of  the  growth  of  the  program  (see  Appendix  J).  The  effects  of  this  growth 
can  best  be  expressed  as  a  percentage  of  these  two  categories.  The  amount  of 
Molloy's  total  tuition  and  fees  which  were  generated  by  the  AA  Degree  Program  for 
Recent  Immigrants  grew  from  less  than  1  percent  of  the  total  in  1987-1988  to  14 
percent  of  the  total  in  1991-1992.  The  percentage  of  total  revenue  to  the  college 
which  is  comprised  of  the  AA  Degree  Program  for  Recent  Immigrants  receipts  also 
climbed  from  less  than  1  percent  in  1987-1988  to  10  percent  in  1991-1992.  Molloy 
College  stated  that  while  this  figure  is  significant,  the  college  could  operate  without 
the  income. 

CONTRACTS  WITH  THE  OFF-SITE  LOCATIONS 

The  Subcommittee  reviewed  the  off-campus  contracts  for  each  of  the  organizations 
which  associated  with  Molloy  since  the  start  of  the  program  in  1987.  This  review 
showed  that  Molloy  and  the  organizations  they  contracted  with  to  offer  the  AA  De- 
gree Program  for  Recent  Immigrants: 

— Delegated  all  responsibility  for  conducting  classes,  establishing  locations  for 
classrooms,  hiring  of  teachers,  and  recruitment  of  students  to  tne  contracting 
organizations,  while  Molloy  College  collected  a  fee  per  student  for  providing 
administrative  services  and  minimal  academic  oversight  and  review. 
— Specifically  designed  the  program  to  accept  as  payment  only  what  Federal 
and  State  grant  programs  would  provide  in  contrast  to  procedures  on  campus, 
where  students  are  expected  to  pay  the  full  cost  of  tuition.  By  charging  the 
students  in  the  AA  Degree  Program  for  Recent  Immigrants  the  same  tuition 
as  students  attending  on  campus  and  then  accepting  only  what  grants  the 
students  could  receive,  Molloy  College  waived  nearly  40  percent  of  the  tuition 
"owed"  them.  This  procedure  was  not  used  carte  blanche  for  students  attend- 
ing Molloy's  main  campus. 
Molloy  s  initial  contracts  with  the  Long  Island  Seminary  and  the  Academy  for 
Jewish  Education  set  the  pattern  for  all  contracts  negotiated  in  subsequent  years. 
Responsibilities  for  conducting  the  AA  Degree  Program  for  Recent  Immigrants  were 
split  between  Molloy  and  the  off-campus  organizations.  Perhaps  the  major  respon- 
sibility for  the  organizations  was  recruitment  of  instructors.  Tne  organizations  and 
their  respective  sites  advertised  for  instructors  through  newsoapers  and  word  of 
mouth  within  the  community  surrounding  the  site.  They  were  tnen  either  approved 
or  disapproved  by  Molloy  based  on  a  review  of  their  resumes.  Those  instructors  ap- 
proved were  then  given  the  title  of  "adjunct  lecturers".  The  instructors  were  not  em- 
ployees of  Molloy  and  were  paid  by  the  organizations.  Molloy's  stated  requirement 
tor  qualifying  as  an  instructor  for  the  AA  Degree  Program  for  Recent  Immigrants 
was  that  the  instructors  hold  at  least  a  Master's  Degree  in  the  course  of  study  they 
were  teaching.  At  least  in  some  cases,  as  pointed  out  later  in  the  statement,  this 
requirement  was  not  satisfied.  The  organizations  also  were  supposed  to  provide 
"academic  assistance"  to  Molloy  in  the  areas  of  curriculum  development  and  plan- 
ning. During  discussions  with  Molloy  College  officials  and  organization  representa- 
tives and  instructors,  they  stated  that  Molloy  College  often  provided  the  course  syl- 
labus as  taught  at  the  Liberal  Arts  AA  degree  on  campus  as  a  guide  for  the  material 
to  be  covered  at  the  locations  providing  the  AA  Degree  for  Recent  Immigrants. 

The  organizations  operating  the  sites  were  also  responsible  for  all  physical  facili- 
ties and  related  overhead  such  as  classrooms,  utilities,  and  insurance.  Fees  related 
to  advertising  the  program  fell  to  the  sites  along  with  any  transportation  costs  and 
field  trips  associated  with  the  program.  For  its  part,  Molloy  processed  the  financial 
aid  paperwork  through  their  existing  system  at  tne  college.  They  also  prepared  tran- 
scripts and  maintained  the  student's  official  academic  record.  The  organizations  as- 
sisted their  students  in  preparing  fmancial  aid  forms  and  were  responsible  for  en- 
suring that  required  inwrmation  was  provided  to  Molloy  and  Federal  and  State 
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agencies.  The  sites  also  had  to  forward  attendance  records  and  grades  to  Molloy 
through  their  respective  organizations,  so  that  the  academic  files  could  be  updated 
and  maintained. 

Whereas  Molloy  College  exercised  total  control  over  faculty,  curriculum,  students, 
and  administration  of  their  on-campus  academic  programs,  many  of  these  key  func- 
tions of  the  off-campus  Recent  Immigrants  program  were  delegated  to  the  organiza- 
tions they  contracted  with,  and  little  oversight  of  these  activities  by  Molloy  appeared 
to  take  place.  As  the  Staff  discusses  later  in  detail  in  this  statement.  Federal  pro- 
gram reviewers  and  State  auditors  reached  the  same  conclusion. 

According  to  the  contracts  reviewed  by  the  Staff,  Molloy  provided  the  majority  of 
the  tuition  and  fees  collected  for  the  AA  Degree  Program  for  Recent  Immigrants  to 
the  organizations  in  compensation  for  their  efforts  in  providing  the  classes.  Molloy 
kept  a  set  amount  to  offset  costs  associated  with  their  administrative  and  oversight 
activities.  For  example,  the  1987-1988  contract  between  Molloy  and  the  Academy 
for  Jewish  Education  states  that  tuition  was  $2,500  per  semester  and  university 
fees  were  $200  per  semester  for  a  total  charge  of  $2,700.  The  contract  further  reads 
that,  "MOLLOY  will  compensate  ACADEMY  at  the  rate  of  two  thousand  one  hun- 
dred and  fifty  dollars  ($2,150)  per  student  per  semester  for  services  provided  under 
this  Agreement."  This  meant  that  Molloy  received  $550  per  student  per  semester 
under  this  agreement  ($2,700  minus  $2,150).  The  amount  of  tuition  and  fees 
charged  by  Molloy  and  the  amount  they  kept  changed  over  the  years  but  Molloy  al- 
ways received  a  set  amount  per  student  per  semester  regardless  of  the  amount  of 
aid  the  student  received. 

The  fees  and  tuition  charged  bv  Molloy  were  the  same  for  all  programs,  were  pub- 
lished in  MoUoy's  catalogue,  and  supposedly  were  paid  by  all  students  both  on  and 
off  campus.  These  figures  are  used,  m  part,  to  determine  the  "cost  of  attendance" 
in  computing  a  student's  eligibility  for  a  Pell  grant.  But  instead,  in  the  case  of  the 
AA  Degree  Program  for  Recent  Immigrants,  the  students  did  not  pay  any  money 
at  all  and,  by  contrast,  were  paid  to  attend  the  classes.  According  to  Anthonv  Riso, 
the  Vice  President  for  Business  and  Finance  at  Molloy,  the  college  designed  tne  pro- 
gram so  that  the  students  would  not  have  to  pay  any  fees.  When  asked  if  there  were 
any  cash-paying  students  at  the  AA  Degree  Program  for  Recent  Immigrants  loca- 
tions, Riso  said  there  were  not.  We  do  note  that  during  an  interview  of  the  contact 
for  the  Metropolitan  Education  Center  (MEC),  a  Molloy  AA  Degree  Program  for  Re- 
cent Immigrants  contractor,  he  said  he  had  eight  cash-paying  students.  That,  how- 
ever, was  the  only  indication  that  the  Staff  has  found  that  any  students  paid  out 
of  pocket  funds  to  attend  classes. 

The  AA  Degree  Program  for  Recent  Immigrants  worked  this  way.  Each  student 
filled  out  forms  for  either  Pell  Grants  or  New  York  State  Tuition  Assistance  Pro- 
gram (TAP)  funds  or  most  often  both.  Since  the  students  were  primarily  Russian 
immigrants  (except  for  the  MEC  and  the  Council  of  Jewish  Organizations  (COJO), 
Flatbush  which  enrolled  students  fi"om  varied  ethnic  backgrounds)  who  had  little  or 
no  income  other  than  that  received  fi'om  public  assistance  programs,  they  were  very 
often  eligible  for  full  Pell  Grants  and  TAP  funds.  TAP  is  similar  to  Pell  in  that  both 
are  grants  which  the  student  never  has  to  repay. 

Whatever  Pell  and  TAP  funds  the  student  received  were  applied  to  his  or  her  ac- 
count for  the  school.  In  1992-1993,  Molloy  would  keep  $750  per  student  per  semes- 
ter and  the  remainder  would  be  given  to  the  organization.  The  remainder  did  not 
nearly  cover  the  total  tuition  and  fee  figure  which  for  1992-1993  would  have  been 
$7,990  per  year.  This  gap  was  written  off  or  waived  by  Molloy  as  "Jewish  Seminary 
Costs"  and  alternately  referred  to  as  "Scholarship  Assistance"  or  "Off-site  Institu- 
tional Aid".  Apparently,  the  AA  Degree  Program  for  Recent  Immigrants  was  de- 
signed so  that  no  student  would  pay  any  personal  funds  or  be  required  to  obtain 
any  student  loans.  Whatever  portion,  however  large,  of  the  tuition  that  was  not  cov- 
ered by  Federal  and  State  grants  would  be  waived.  In  fact,  the  tuition  fees  listed 
in  the  catalogues  bore  no  resemblance  to  the  actual  cost  of  the  AA  Degree  Program 
for  Recent  Immigrants  or  the  amount  actually  expected  to  be  received  from  the  stu- 
dents, and  should  not  have  been  used  in  computing  these  students'  eligibility  for 
Pell  grants. 

This  procedure  of  accepting  only  grant  money  was  certainly  not  used  on  the  main 
campus,  where  most  students  were,  wealthy  or  poor,  expected  to  pay  the  fees  listed 
through  a  combination  of  personal  funds,  grants,  scholarships,  and  loans.  Rather 
than  leveling  the  playing  field  for  all  poorer  students  attempting  to  gain  higher  edu- 
cation, the  use  of  the  Pell  program  in  this  manner  completely  upset  it. 

Paragraph  7  of  the  1987-1988  contract  between  Molloy  and  the  Academy  for  Jew- 
ish Education  reads: 

"In  the  event  a  student  duly  accepted  into  the  program  under  this  Agree- 
ment is  unable  to  pay  the  full  tuition  and  fees  therefor  from  all  sources  rea- 
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sonably  available  to  the  student,  including  but  not  limited  to  personal  and 
family  resources  and  such  student  financial  assistance  to  which  the  student 
may  be  entitled,  SEMINARY  shall  award  scholarship  funds  to  the  student 
to  make  up  the  difference  in  the  amount  the  student  pays  and  the  full  cost 
of  tuition  and  fees.  Seminary  shall  remit  any  such  scholarship  funds  to 
Molloy  on  behalf  of  the  student." 
This  paragraph,  which  was  in  all  subsequent  contracts  between  Molloy  and  the 
agencies  involved,  reads  as  if  personal  funds  available  to  the  student  will  be  used 
to  help  pay  the  costs  and  that  actual  "scholarship  funds"  are  provided  to  Molloy  to 
offset  the  costs.  In  fact,  to  the  knowledge  of  the  Subcommittee,  neither  Molloy  nor 
the  organizations  ever  took  any  action  to  collect  personal  funds  from  the  off-campus 
Recent  Immigrants  program  students,  nor  did  the  organizations  provide  scholarship 
funds  to  help  pay  the  tuition  and  fees.  The  government  was  the  sole  payor  and  sup- 
porter of  this  program,  unlike  any  other  Molloy  degree  program.  When  asked  if  the 
same  courtesy  was  extended  to  the  students  taking  the  AA  degree  on  campus  or  any 
other  degree  program  offered  by  Molloy,  school  representatives  said  they  felt  there 
were  cases  on  campus  where  tuition  was  waived  but  they  could  not  say  how  many 
or  how  much  money  was  involved. 

Molloy  College  supplied  the  Subcommittee  with  the  records  showing  the  amounts 
individual  students  enrolled  in  the  AA  Degree  Program  for  Recent  Immigrants  re- 
ceived for  Pell  and  TAP  along  with  the  tuition  and  fees  charged,  the  amount  of  tui- 
tion waived,  and  the  amount  Molloy  received.  This  information  was  provided  for 
each  off-campus  contractor  for  the  entire  time  they  were  associated  with  the  pro- 
gram. For  instance,  the  following  three  examples  of  typical  students  are  taken  from 
the  listing  for  IREE  (Institute  for  Refugees  from  Eastern  Europe)  a  Molloy  contrac- 
tor for  the  program  for  the  1992-1993  school  year. 

THREE  EXAMPLES  OF  TYPICAL  STUDENTS  TAKEN  FROM  THE  LISTING  FOR  INSTITUTE  FOR 

REFUGEES  FROM  EASTERN  EUROPE 

Amt  of         Amf  of        Total  tui- 
Tuition  and  Fees  "Charged'  Pell  $  TAP  $         ''"^^^g"^        ^^°^°y'^ 

rcvd.     rcvd.     ^^^^^^ 

$6,020  $1,650    $4,050    $2,320    $1,500 

$8,020  $2,400    $4,050    $1,570    $1,500 

$4,010  $1,200    $1,788    $1,022    $  750 

The  amounts  for  the  third  example  are  significantly  less  than  the  first  two,  be- 
cause this  person  only  attended  one  semester  during  that  school  year  but  the  con- 
cept remains  the  same. 

The  above  examples  are  typical  but  individual  students  received  varying  amounts 
of  Pell  and  TAP  so  the  amount  waived  would  vary.  Perhaps  the  most  telling  point 
is  that  the  printouts  provided  by  Molloy  did  not  even  have  a  column  for  personal 
contributions  or  other  sources  of  funds  a  student  could  use  to  pay  if  he  were  able. 
Again,  Molloy  and  the  organizations  accepted  whatever  the  government  would  pro- 
vide while  the  government  provided  the  deep  and  endless  pocket  of  the  Pell  Grant 
program. 

In  theory  there  was  no  limit  to  how  large  the  program  could  become.  Molloy 
seemed  willing  to  contract  with  all  organizations  that  approached  them.  The  organi- 
zations had  a  large  and  willing  pool  of  "students"  who  were  eligible  for  the  grants. 
The  organizations  were  able  to  enroll  them  in  classes  free  of  charge  and,  as  shown 
below,  pay  them  for  attendance  at  the  same  time.  Only  when  Molloy  was  faced  with 
audits  and  reviews  and  an  increasingly  unwieldy  administrative  burden  caused  by 
the  burgeoning  student  body,  did  the  school  show  hesitation  in  expanding  the  pro- 
gram. 

The  figures  involved  for  the  amount  of  Pell  and  TAP  received  by  Molloy  and  the 
organizations  and  the  amount  of  tuition  waived  for  the  AA  Degree  Program  for  Re- 
cent Immigrants  are  staggering.  The  table  below  shows  the  total  amounts  for  each 
of  these  categories.  In  the  seven  school  years  encompassing  the  1987-1988  to  1992- 
1993  period,  $6,638,136  in  Pell  Grants  were  awarded  to  students  enrolled  in  this 
program.  TAP  provided  an  additional  $9,997,812.  The  amount  of  tuition  waived  by 
Molloy  equalled  $11,034,150  or  nearly  40  percent  of  the  total  tuition  and  fees  for 
the  program.  Molloy  received  31  percent  of  the  Pell  and  TAP  funds  ($5,177,800) 
from  the  fee  per  student  that  was  collected,  while  the  remainder  went  to  the  sites. 
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AMOUNT  OF  PELL  AND  TAP  FUNDS  DISBURSED  FOR  THE  AA  DEGREE  PROGRAM  FOR 
RECENT  IMMIGRANTS  SCHOOL  YEARS  1987-1988  TO  1992-1993 

-r  .  .  .         .  -Nw        J  L.    ..  n  Pell  'unds  dis-     TAP  funds  dis-       Tuition  and 

Total  Amount  charged  by  Molloy  ^^^^  bursed  fees  waived 

$27,670,098  $6.638.136  $9,997.812         $11,034,150 

The  individual  organizations  that  contracted  with  Molloy  grossed  large  amounts 
of  money  on  this  program.  The  size  of  the  program,  as  determined  by  the  number 
of  sites  and  students,  obviously  affected  their  receipts.  For  instance,  the  original  two 
contracts.  The  Long  Island  Seminary  and  the  Academy  for  Jewish  Education 
grossed  $412,326  and  $693,999  in  the  first  4  years  of  operation.  They  subsequently 
took  on  another  name  under  the  Molloy  program  (Torah)  and  grossed  another 
$343,004  in  the  next  2  years  for  a  total  of  $1,449,329.  But  this  amount  pales  com- 

Rared  to  the  size  of  the  Institute  for  Refugees  of  Eastern  Europe  (IREE)  and  the 
letropolitan  Education  Center  (MEC)  receipts.  IREE  started  in  1989  and  MEC  in 
the  1991-1992  school  year  and  both  continued  on  into  1992-1993.  IREE  grossed 
$4,669,848  and  MEC  grossed  $2,439,134.  None  of  the  amounts  grossed  by  these  or- 
ganizations would  have  been  available  to  them  had  they  not  had  access  to  Federal 
and  State  funding  through  MoUoy's  accredited  and  approved  program.  This  table 
provides  the  figures  for  the  various  contractors. 

INDIVIDUAL  ORGANIZATIONS  THAT  CONTRACTED  WITH  MOLLOY  COLLEGE 

Ys&rs  In 
Contractor  Amount         program 

Academy  for  Jewish  Education  (AJE) $  693,999  4 

Long  Island  Seminary  (LIS)  , $   412,326  4 

TORAH  (Combination  of  AJE/LIS) $  343,004  2 

Kollell  Birchas  Yaakov/DARS $1,211,062  2 

IREE  $4,669,848  3 

English  Learning  Systems  (KASS) S  430,830  2 

Council  of  Jewish  Org.  (Flatbush) $  681.691  2 

Jewish  Institute  (JINA)  $  224,859  2 

MEC $2,439,134  2 

Adult  Learning  Center  ..:. $  36,302  1 

Academic  Learning  Center  (Schauder) $  8,352  1 

Coalition  for  the  Advancement  of  Religion  &  Education  (CARE)  $  226,652  1 

Peninsula  Education  Center  (PEC) $  80,089 1^ 

These  figures  are  gross  and  do  not  account  for  salaries  of  instructors,  rent,  and 
other  overhead.  The  Subcommittee,  during  interviews  with  representatives  for  three 
contractors,  asked  for  figures  which  would  show  expenditures  under  the  program. 
COJO  Flatbush  provided  figures  which  showed  a  profit  of  just  over  $90,000  in  the 
period  June  1992  to  June  1993.  This  was  from  revenue  of  $646,625  and  expenses 
of  $555,750.  These  figures  were  provided  by  their  accountant  who  is  currently  con- 
ducting the  audit  for  this  period.  The  other  two  entities,  IREE  and  MEC,  could  not 
immediately  provide  figures  but  both  agreed  to  provide  the  information  subse- 
quently to  the  Subcommittee.  As  of  the  date  of  this  hearing,  after  repeated  requests, 
neither  had  provided  any  information  or  records  which  accounts  for  any  of  the  funds 
received  under  this  program. 

Molloy  College  has  grossed  $5,177,800  as  a  result  of  its  sponsorship  of  the  AA  De- 

free  Program  for  Recent  Immigrants.  The  source  of  these  funds  is  the  fee  per  stu- 
ent  they  charged,  which  is  obtained  from  the  Pell  and  TAP  funds  the  students  re- 
ceived. During  interviews,  Molloy  representatives  stated  that  they  hired  the  equiva- 
lent of  two  and  one  half  additional  staff  to  handle  the  increased  workload  brought 
on  by  the  additional  students.  Some  of  the  existing  staff,  such  as  Mr.  Riso,  Sister 
Morris,  and  Susan  Swisher,  the  Financial  Aid  Officer,  spent  varying  portions  of 
their  time  on  administering  the  program.  The  new  salaries  and  portions  of  salaries 
of  existing  employees  which  could  be  applied  to  this  program  clearly  do  not  ap- 
proach $5  million.  Riso  estimated  the  cost  of  the  additional  salaries  at  $60-$70,000 
a  year. 

PELL  GRANTS  AS  A  WELFARE  PROGRAM 

Our  review  revealed  that,  as  mentioned  earlier,  students  in  the  AA  Degree  for  Re- 
cent Immigrants  Program  were  paid  for  attending  classes.  With  the  exception  of  one 
contractor,  the  Metropolitan  Education  Center,  all  sites  provided  "stipends"  to  their 
students.  These  stipends  were  in  the  form  of  payments  for  each  semester  of  attend- 
ance. These  payments  ranged  from  $200  to  $400  per  person  per  semester.  These 
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funds  were  paid  by  the  ofT-campus  organizations  from  the  Pell  and  TAP  monies  re- 
ceived from  Molloy.  According  to  the  organizations  and  Molloy,  these  funds  are  used 
by  the  student  to  offset  the  expense  of  attending  the  school  such  as  public  transpor- 
tation. However,  our  review  found  that  the  stipends  played  a  far  larger  role  in  the 
program. 

During  interviews  of  numerous  students  and  organization  contacts,  it  became 
clear  that  a  major  reason  that  the  students  enroll  in  these  classes  is  to  receive  the 
stipend.  One  Molloy  student  related  that  the  elderly  Russians  in  the  AA  Degree  Pro- 
gram for  Recent  Immigrants  depended  on  the  stipends  to  survive  in  the  New  York 
City  area.  He  said  that  Social  Security  benefits  were  simply  not  enough  to  pay  for 
rent,  food,  and  clothing  for  these  elderly  people.  He  said  he  did  not  know  if  students 
would  continue  to  attend  school  if  they  were  not  paid  a  stipend.  One  student  who 
attended  the  Institute  for  Refugees  from  Eastern  Europe  said  he  and  his  wife  both 
received  $250  a  semester.  He  said  because  they  are  elderly  immigrants,  the  cash 
payments  helped  him  immensely.  Therefore  they  both  go  to  school  two  semesters 
a  year.  He  said,  "This  really  helps  a  lot."  r.  uu-  t^  c -c 

In  fact  during  a  discussion  with  one  Molloy  point  of  contact.  Rabbi  Kass  or  Eng- 
lish Learning  Systems,  he  explained  that  the  "going  rate"  for  stipends  this  semester 
is  $400-$500.  He  said  the  students  who  si^  up  for  these  classes  are  well  aware 
of  what  amount  of  stipend  they  should  receive  and  news  of  the  size  of  the  aniount 
spreads  throughout  the  community.  Although  he  would  not  specifically  say,  his  in- 
ference was  that  students  would  shop  around  from  program  to  program  depending 
on  the  size  of  the  stipend.  Ms.  Grace  Brandi,  who  is  the  director  of  the  Surf-Solomon 
Senior  Center  where  Molloy  classes  for  this  program  are  held,  said  that  the  students 
at  this  location  were  paid  $250  a  semester.  She  felt  the  Russian  students  knew  that 
they  would  get  paid,  so  that  is  why  they  attended  the  classes.  The  Pell  grant  pro- 
gram for  these  students  turned  into  a  social  support  program,  the  primary  purpose 
of  which,  according  to  the  students,  was  monetary  support. 

Those  who  promoted  these  programs  were  clearly  aware  of  this.  The  attached 
chart  (see  Appendix  K)  shows  an  advertising  poster  from  the  Haber  House  Commu- 
nity Center,  a  site  under  the  Jewish  Institute  for  New  Americans  (JINA)  which  con- 
tracted with  Molloy.  As  can  be  seen,  nowhere  does  it  say  anything  about  Molloy  Col- 
lege, liberal  arts,  or  an  Associate's  Degree  Program  for  Recent  Immigrants.  Instead 
it  advertises  for  Adult  EngHsh  Classes  and  prominently  mentions  the  fact  that  sti- 
pends are  available.  A  call  to  the  listed  number  (Haber  House)  confirmed  that  this 
poster  advertised  for  MoUoy's  program.  During  an  interview  of  a  teacher  at  the  Surf 
Solomon  site,  she  confirmed  that  students  learned  of  the  program  through  this  post- 
er. The  staff  beheves  that  many  of  the  students  enrolled  in  the  AA  Degree  Program 
for  Recent  Immigrants  had  no  knowledge  of  or  intent  to  participate  in  any  degree- 
granting  program. 

As  outlined  in  the  previous  testimony  concerning  the  Sara  Schenirer  Seminary, 
the  Subcommittee  Staff  interviewed  several  students  who  had  enrolled  in  a  number 
of  schools,  including  Molloy's  AA  Degree  Program  for  Recent  Immigrants,  over  the 
past  three  to  4  years.  Some  of  these  students  could  not  remember  which  schools 
they  were  enrolled  in,  the  name  of  the  school,  or  the  name  of  their  instructors  in- 
cluding their  time  spent  in  Molloy's  degree  program.  ,  „  n 
The  Department  of  Education  compiled  a  partial  list  of  students  who  received  Pell 
Grants  and  attended  four  or  more  institutions.  The  list  concentrated  on  schools 
similar  to  those  being  described  today.  There  were  94  students  enrolled  at  Molloy 
in  the  AA  Degree  Program  for  Recent  Immigrants  who  were  either  previously  or 
subsequently  enrolled  in  as  many  as  2  to  4  other  programs  according  to  Department 
documents.  They  never  finished  Molloy's  program  and  most  likely  never  intended 
to  finish.  During  an  interview  of  one  off-campus  organization  representative  for 
Molloy,  he  stated  that  programs  such  as  those  investigated  by  the  Subcommittee 
"mushroomed"  in  the  community.  When  asked  if  any  of  these  schools  were  taking 
advantage  of  the  immigrants  in  order  to  receive  Federal  funding,  he  said  that  when 
money  is  involved,  there  is  always  someone  there  to  take  advantage  of  the  people 
and  education  was  no  different.  This  representative  said  he  had  witnessed  a  number 
of  programs  where  students  "waste"  2  years  and  achieve  nothing.  He  has  seen  peo- 
ple spending  time  in  English  as  a  Second  Language  (ESL)  programs  and  moving 
from  school  to  school  and  never  progressing  toward  a  degree.  He  called  these  people 
perpetual  students. 

QUALITY  APPEARED  TO  BE  LACKING  OFF-SITE 

The  level  and  quality  of  the  education  offered  at  some  of  the  sites  did  not  appear 
to  approach  what  the  Subcommittee  would  describe  as  college  level  associate's  de- 
gree work.   During  discussions  at  the  Institute  for  Refugees  of  Eastern  Europe 
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(IREE),  tests  were  reviewed  for  students  who  had  progressed  beyond  the  mandatory 
ESL  portion  of  the  program  and  into  Uberal  arts  courses.  One  test  showed  a  picture 
of  a  circle  divided  into  thirds.  The  student  was  asked  to  color  in  the  appropriate 
portion  of  the  circle  with  the  designated  color.  The  IREE  classes  also  taught  courses 
in  Russian,  the  native  language  of  the  students.  Even  though  these  students  had 
supposedly  completed  the  mandatory  portion  of  the  degree  program  consisting  of 
ESL,  the  liberal  arts  courses  were  given  in  Russian.  The  Director  of  the  Institute, 
Rabbi  Zvi  Bronshtein,  said  that  the  students  were  better  able  to  assimilate  the 
knowledge  if  it  was  imparted  in  their  native  language.  This  seems  to  partly  negate 
the  rationale  for  providing  two  semesters  of  ESL  at  the  front  of  MoUoy's  program. 
He  estimated  that  roughly  50  percent  of  the  classes  were  taught  and  tested  in  Rus- 
sian. At  the  Jewish  Institute  for  New  Americans  (JINA),  a  teacher  interviewed  by 
the  Subcommittee  stated  she  was  hired  to  teach  ESL  one  day  a  week  to  substitute 
for  the  regular  teacher  who  was  Russian  and  used  that  language  in  her  instruction 
the  other  4  days.  She  said  she  was  hired  by  JINA  as  they  felt  the  students  would 
learn  more  this  way. 

Another  example  was  the  Metropolitan  Education  Center  organization,  which  of- 
fered MoUoy's  AA  Degree  for  Recent  Immigrants,  in  a  mentor  program  as  opposed 
to  the  other  organizations  which  offered  traditional  classroom  study.  Under 
mentoring,  the  student  is  required  to  attend  class  only  five  times  a  semester.  The 
student  is  assigned  a  "mentor"  who  oversees  his  work  and  provides  guidance  on  the 
material  that  is  to  be  learned  for  the  class.  The  student  is  given  the  books  and  a 
guide  for  the  class  which  shows  what  information  the  student  is  responsible  for. 
Testing  is  done  on  set  days  when  all  students  attend.  The  New  York  State  Edu- 
cation Department  later  determined  this  to  be  a  method  of  instruction  which  had 
not  been  approved  for  use  by  MoUoy  in  offering  their  AA  degree.  Molloy  had  ap- 
proved the  use  of  this  type  of  instruction  by  MEC,  but  the  Subcommittee,  along  with 
the  State,  questions  the  validity  of  this  method. 

According  to  Molloy  representatives  and  the  organization  contacts,  many  of  the 
students  were  very  well  educated  prior  to  coming  to  the  United  States.  These  stu- 
dents were  supposedly  trained  as  engineers,  pediatricians,  and  nurses  in  Russia. 
However,  the  Subcommittee  found  that  many  of  the  students  were  elderly  and  may 
have  not  had  the  physical  stamina  and  mental  acuity  to  comprehend  and  absorb  the 
material.  One  instructor  at  IREE  said  she  had  an  87-year-old  student  and  that  her 
students  were  all  elderly  Russians.  In  one  of  her  classes,  she  said  that  most  of  the 
students  had  suffered  strokes  and  their  thinking  level  was  not  high.  She  said  they 
were  able  to  internalize  the  material  but  were  not  able  to  express  the  material. 

A  review  of  Ed's  1992-1993  Student  Payment  Summary  of  students  attending 
Molloy's  programs  revealed  a  large  number  who  were  quite  elderly.  The  review 
showed  students  who  were  82,  84,  85,  and  89  years  old.  While  age  is  not  a  discrimi- 
nator in  determining  who  should  or  should  not  receive  an  education,  the  Staff  ques- 
tions whether  these  students  would  have  enrolled  in  the  program  if  they  had  not 
received  stipends  for  attending. 

The  Staff  also  questions  whether  the  cost  the  Government  paid  for  these  students 
to  attend  this  program  is  cost  efficient.  If  the  students  were  not  induced  into  this 
program  through  a  no-cost  approach  coupled  with  a  stipend,  would  they  seek  alter- 
native, lower  cost  educational  programs?  Indeed,  as  shown  in  the  Sara  Schenirer 
statement,  community-based  organizations  were  offering  ESL  programs  for  free  to 
this  same  population  of  students.  But  the  availability  of  grant  money  through  the 
Pell  program  provided  an  opportunity  for  some  organizations  to  take  advantage  of 
the  system. 

MOLLOY'S  OVERSIGHT  LACKING 

The  oversight  of  the  program  by  Molloy  centered  around  ensuring  that  adminis- 
trative requirements  were  met  and  did  not  include  any  in-depth  review  of  the  qual- 
ity of  the  education  or  the  methods  used  to  enroll  and  attract  students.  In  an  initial 
interview,  Sister  Morris  said  Molloy  was  responsible  for  verifying  the  quahty  of  the 
education  and  ensuring  that  the  program  met  the  same  standards  at  the  organiza- 
tions as  on  campus.  Molloy  accomplished  this  partially  by  supplying  the  course  out- 
lines and  curriculum  from  the  on-campus  AA  degree  courses  as  a  guide  to  the  in- 
structors at  the  sites.  Sister  Morris  stated  that  she  visited  each  site  once  a  year  in 
order  to  assess  the  students  and  teachers.  These  were  announced  visits  and  no  un- 
announced visits  ever  took  place.  Interviews  with  organization  coordinators  and 
teachers  confirmed  this  for  the  most  part.  However  one  site  coordinator  said  Molloy 
only  visited  two  of  his  sites  once  each  smd  never  visited  any  of  the  others. 

An  indication  of  the  lack  of  in-depth  review  of  the  programs  was  related  by  Patri- 
cia Edelman,  the  Department  of  Education  program  review  official  who  performed 
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the  review  of  the  AA  Degree  Program  for  Recent  Immigrants.  She  said  that  several 
times  while  briefing  Morris,  Morris  expressed  surprise  at  some  of  the  procedures 
used  by  the  organizations.  Examples  included  the  way  attendance  was  kept  at  some 
sites  and  the  modification  of  Molloy's  application  by  others. 

MoUoy's  oversight  of  the  adjunct  lecturers  consisted  of  reviewing  the  resumes  pro- 
vided by  the  organizations.  Some  of  these  resumes  consisted  of  nothing  more  than 
three  or  four  lines  listing  the  teachers  educational  accomplishments.  Many  of  the 
resumes  from  the  Metropolitan  Education  Center  appeared  to  be  printed  using  the 
same  format  and  perhaps  even  the  same  printer  as  if  to  fulfill  Molloy's  requirement 
for  a  resume.  Both  the  New  York  State  Education  Department  and  the  U.S.  Depart- 
ment of  Education  reviews  questioned  the  validity  of  some  of  the  master's  degrees 
claimed  by  the  teachers.  The  State  specifically  cited  three  examples  in  their  review 
which  they  felt  did  not  meet  Molloy's  stated  requirement  of  needing  a  Master's  de- 
gree in  the  area  in  which  they  were  instructing. 

MoUoy  College  performed  no  internal  review  of  the  AA  Degree  Program  for  Recent 
Immigrants  even  though  its  size  eventually  equalled  and  exceeded  that  of  its  total 
enrollment  for  all  programs  on  campus.  A  review  done  by  the  Middle  States  Associa- 
tion of  Colleges  and  Schools,  their  accrediting  body,  addressed  the  program,  praised 
it,  and  offered  some  concerns.  The  report,  issued  after  the  October,  1992  visit,  stat- 
ed: 

'The  Associate  of  Arts  Degree  Programs  for  Recent  Immigrants  at  a  vari- 
ety of  satellite  locations  appear  to  be  an  excellent  financial  boon  to  the  col- 
lege. However,  it  also  appears  to  the  team  that  the  college  may  not  as  yet 
have  created  a  firm  policy  for  monitoring  these  programs  to  assure  they  are 
operated  with  the  same  standards  used  at  the  main  campus.  Secondly,  the 
team  believes  that  the  college  needs  to  conduct  a  thorough  analysis  of  the 
long  term  viability  of  these  programs.  Furthermore,  if  the  college  wishes  to 
count  on  revenues  from  these  programs  in  the  future,  the  team  suggests  the 
college  may  wish  to  consider  the  establishment  of  long-term  formal  contrac- 
tual understandings  with  the  leaders  associated  with  these  programs." 
These  statements  clearly  show  that  Middle  States  had  concerns  about  the  stand- 
ards of  the  AA  Degree  Program  for  Recent  Immigrants  and  the  contractual  relation- 
ships. They  also  recognized  the  financial  windfall  the  program  represented.  The  re- 
port echoed  these  sentiments  with: 

'The  recent  gains  in  the  admissions  effort  are  congratulated  by  the  team. 
The  influx  of  new  students  and  the  development  of  numerous  off-campus 
programs  have  served  to  boost  enrollments  and  to  increase  revenues  in  im- 
portant ways.  The  team  believes  the  ability  of  MoUov  College  to  sustain 
these  gains  and  to  begin   a  process  of  increasing  the  overall   academic 
strength  of  each  entering  class  will  be  a  serious  challenge  in  the  coming 
years." 
The  source  of  financial  gain  was  noted  with  these  statements  from  the  report: 
"Revenues  as  stated  in  the  1991-1992  audit  for  Molloy  College  reflect  an 
increase  of  21  percent  unrestricted,  and  128  percent  restricted  from  the 
year  prior.  College  expenses  rose  13.7  percent  unrestricted,  and  138  percent 
restricted.  Significant  in  the  revenue  increase  was  a  marked  rise  in  enroll- 
ment (full-time,  part-time  and  the  foreign  transfer  program).  The  balance 
of  revenues  over  expenses  for  fiscal  year  92  allowed  the  college  to  transfer 
a  substantial  amount  to  reserve  accounts." 
Middle  States  recognized  a  disparity  in  standards  as  noted  above  but  says  re- 
markably little  about  them  and  certainly  did  not  express  any  serious  reservations 
about  the  nature  of  the  AA  Degree  Program  for  Recent  Immigrants.  One  reason  for 
this  is  that  amazingly,  the  review  team  did  not  visit  one  site,  speak  with  one  stu- 
dent, site  coordinator,  or  teacher  associated  with  this  program.  In  a  letter  to  the 
Subcommittee,  Middle  States  Executive  Director  Howard  Simmons  said  that  his 
team  relied  on  the  self-study  report  prepsu-ed  by  Molloy  in  preparation  for  the  visit. 
He  also  said  that,  "Interviews  with  various  campus  constituents  permitted  the  team 
to  judge  and  evaluate  activities  at  the  off-campus  sites.  As  such,  the  evaluation 
team  determined  that  it  was  not  necessary  to  visit  those  sites  at  the  time  of  the 
evaluation."  The  letter  also  states  that,  'The  team  did  not  find  any  outstanding 
faults  with  the  academic  integrity  of  the  off-site  programs." 

The  Staff  fails  to  understand  now  the  review  team  could  possibly  provide  a  com- 
prehensive report  on  Molloy's  ability  to  run  an  effective  program  such  as  the  AA 
Degree  Program  for  Recent  Immigrants  without  having  visited  the  sites,  students, 
site  administrators,  or  teachers.  The  Staff  feels  it  is  impossible  to  truly  understand 
the  positive  and  negative  aspects  of  this  program  without  having  visited  the  sites 
and  instead  relying  almost  entirely  on  the  self-study  report. 
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DIFFERENCES  IN  MOLLOY'S  ON-  AND  OFF-CAMPUS  PROGRAMS 

Aa  previously  mentioned,  Molloy's  off-campus  AA  Degree  Program  for  Recent  Im- 
migrants differed  fi-om  the  AA  degree  program  on  campus,  on  which  it  was  modeled. 
According  to  their  1992  catalogue,  Molloy's  on-campus  program  required  64  credits 
for  completion.  Fifty-two  of  these  credits  are  core  requirements  and  the  other  12  are 
electives.  The  core  requirements  consist  of  6  credits  in  art  and  music  history  and 
12  in  English  and  modem  language.  Additionally  there  are  credits  required  in  each 
of  the  following;  communication  arts,  history,  political  science,  psychology,  sociology, 
mathematics,  science,  introductory  philosophy,  philosophy,  introductory  theology, 
and  theology.  One  full  credit  in  physical  education  completes  the  core  coursework. 
The  students  are  able  to  choose  their  courses  to  complete  the  12  credits  in  electives. 
The  students  are  not  required  to  take  the  courses  in  any  particular  order. 

This  on-campus  program,  as  required  by  New  York  State  law,  is  approved  by  the 
New  York  State  Education  Department.  The  oflF-campus  AA  Degree  Program  for  Re- 
cent Immigrants,  by  purportedly  offering  this  State-approved  AA  degree,  qualified 
for  receipt  of  State  and  Federal  assistance,  despite  significant  differences  in  the  two 
programs. 

According  to  Molloy's  catalogue,  the  AA  Degree  Program  for  Recent  Immigrants 
basically  had  the  same  core  requirements  and  number  of  elective  credits.  However, 
the  course  was  very  structured  and  some  differences  existed.  Due  to  the  type  of  stu- 
dent enrolled  in  the  program,  primarily  Russian  immigrants,  the  program  was  front 
loaded  with  two  semesters  of  English  as  a  second  language  (ESL).  This  took  the 
place  of  the  English  and  modem  language  requirements  cited  in  the  on-campus  pro- 
gram but  also  added  8  credits  to  the  length  of  the  program  (72  credits).  There  was 
only  one  organization  which  enrolled  mostly  students  whose  primary  language  was 
English  and  they  were  not  required  to  take  the  additional  ESL  classes. 

Interviews  with  students,  Molloy  representatives,  and  organization  coordinators 
revealed  that  many  of  the  AA  Degree  Program  for  Recent  Immigrants  students  have 
to  date  received  only  English  courses  and  may  not  even  be  aware  of  the  fact  they 
are  enrolled  in  a  degree-granting  program.  One  teacher  at  a  site  imder  the  Jewish 
Institute  for  New  Americans  (JINA)  was  aware  the  program  was  with  Molloy  but 
not  that  it  was  for  an  AA  degree.  This  same  teacher  said  she  had  taught  at  the 
same  location  prior  to  Molloy's  courses  being  offered.  At  that  time  the  ESL  program 
was  under  an  institute  she  said  was  called  Beer  Hagola.  This  may  also  be  a  source 
of  confusion  for  students  who  take  courses  at  the  same  location  but  perhaps  under 
different  schools. 

The  Staff  feels  that  Molloy  and  the  organizations  were  less  concerned  for  the  stu- 
dents finishing  the  education  than  in  keeping  students  enrolled  for  the  income.  This 
is  at  least  partially  bom  out  in  examining  the  graduation  rate  of  the  AA  Degree 
Program  for  Recent  Immigrants.  The  Staff  looked  at  the  numbers  of  students  en- 
rolled by  semester  at  each  of  the  sites.  This  analysis  revealed  that  a  large  number 
of  the  students  simply  have  not  been  in  the  program  long  enough  to  either  graduate, 
move  on  to  the  fifth  semester  which,  according  to  Molloy's  schedule  for  the  program, 
requires  on-campus  attendance,  or  move  beyond  the  two  semesters  of  ESL.  Of  those 
students  who  did,  the  numbers  are  revealing.  By  Staff  count,  there  were  277  stu- 
dents who  could  have  potentially  graduated  from  the  program.  The  Staff  looked  at 
the  numbers  of  students  enrolled  by  site  for  each  semester,  the  number  who  with- 
drew, and  the  number  enrolled  the  subsequent  semester.  This  provided  the  staff 
with  a  maximum  number  of  students  who  could  have  ^aduated.  Of  the  277,  only 
69  graduated  for  a  25  percent  graduation  rate.  In  an  initial  interview  with  the  staff, 
Morris  estimated  that  50-60  percent  of  eligible  students  graduated. 

It  is  impossible  to  determine  the  intentions  and  outcome  of  those  students  who 
are  now  enrolled  and  have  not  had  the  chance  to  complete  the  course  requirements, 
but  there  is  substantial  evidence  to  suggest  that  many  students  simply  enrolled  to 
take  the  ESL.  An  interview  with  Rabbi  Shmuel  Hiller  of  the  Peninsula  Education 
Center  (PEC),  another  Molloy  contract,  revealed  that  he  was  looking  to  open  an  ESL 
program  when  he  heard  about  Molloy's  degree  program.  He  stated  his  primary  pur- 
pose was  to  teach  adults  English.  Further  evidence  of  this  is  the  poster  shown  pre- 
viously which  advertised  for  ESL  classes  as  opposed  to  an  AA  degree  from  Molloy 
College.  As  was  pointed  out  in  the  Sara  Schenirer  study,  students  interviewed  by 
the  Staff  could  recall  taking  only  ESL  classes. 

REVIEWS  FIND  SERIOUS  DEFICIENCIES 

The  Staff  reviewed  two  separate  reports  on  the  AA  Degree  Program  for  Recent 
Immigrants,  performed  by  the  New  York  State  Comptroller  s  Office  and  the  U.S.  De- 
partment of  Education.  Both  these  reports  questioned  the  eligibility  of  this  program 
to  receive  Pell  and  TAP  funds.  They  requested  the  New  York  State  Education  De- 
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partment,  as  the  responsible  office,  to  determine  if  the  AA  Degree  Program  for  Re- 
cent Immigrants  was  the  same  program  as  the  State-approved  and  eligible  AA  De- 
gree program  offered  on  Molloy's  main  campus.  If  it  was  not,  then  all  Pell  and  TAP 
funds  disbursed  for  the  AA  Degree  Program  for  Recent  Immigrants  must  be  repaid 
by  the  college.  The  State,  within  the  last  2  weeks,  ruled  the  program  ineligible,  leav- 
ing Molloy  facing  the  prospect  of  having  to  repay  all  or  a  portion  of  the  $16  million 
in  Pell  and  TAP  disbursed. 

In  January,  1993,  the  Department  of  Education  conducted  their  program  review 
of  Molloy's  program.  This  review  focused  solely  on  the  AA  Degree  Program  for  Re- 
cent Immigrants  and  its  comparison  to  the  AA  Degree  program  offered  on  campus. 
This  comparison  was  necessary  because  as  mentioned  above  the  Pell  Grant  funds 
are  disbursed  to  eligible  academic  programs  offered  by  an  accredited  and  eligible 
school  or  college.  The  Department  determines  a  school's  overall  eligibility  but  de- 
pends on  the  State  to  ensure  an  academic  program  meets  State  standards.  They 
cited  11  findings  which  briefly  stated  are: 

1.  Lack  of  administrative  capability; 

2.  Aid  awarded  to  students  m  an  ineligible  program; 

3.  Inadequate  basis  for  admission  of  students; 

4.  Incorrect  Pell  Grant  cost  of  attendance; 

5.  Failure  to  determine  previous  postsecondary  education; 

6.  Failure  to  determine  the  last  day  of  attendance  for  informal  withdraw- 
als; 

7.  Failure  to  identify  enrollment  status; 

8.  Inadequate  standards  of  academic  progress; 

9.  Inadequate  fidelity  bond; 

10.  Inadequate  written  verification  policies  and  procedures;  and 

11.  Inadequate  student  consumer  information. 

The  report  states  that  it  ".  .  .  contains  serious  findings  regarding  the  school's  ad- 
ministration of  the  Title  IV  student  assistance  programs."  It  also  says,  ".  .  .  it  is 
this  office's  assertion  that  the  programs  offered  at  Molloy's  extension  sites  are  not 
eligible  programs.  We  are  seeking  an  opinion  from  the  Commissioner  of  Education 
on  this  matter.  .  .  ." 

Essentially,  the  Department  felt  the  AA  Degree  program  Molloy  was  offering 
through  the  organizations  was  substantially  different  than  the  one  offered  on  cam- 
pus, which  had  been  approved  and  was,  therefore,  eligible  for  Pell  Grant  funds.  Be- 
cause a  program  must  be  eligible  to  receive  Pell  Grant  funds,  disbursement  to  a  pro- 
fram  found  to  be  ineligible  would  require  the  school  to  repay  the  improperly  dis- 
ursed  funds. 

While  the  number  and  types  of  all  these  findings  certainly  calls  into  question  the 
oversight  of  the  AA  Degree  Program  for  Recent  Immigrants  by  Molloy,  the  Staff  is 
pEirticularly  concerned  by  the  Education  Department's  findings  of  a  lack  of  adminis- 
trative capability,  the  determination  of  the  program  being  ineligible,  and  the  incor- 
rect Pell  Grant  cost  of  attendance  calculations.  These  findings  directly  confirm  those 
detailed  by  the  Staff,  i.e.,  the  poor  oversight,  the  variances  in  the  substance  of  the 
two  programs,  costs  charged  to  the  students,  and  the  practice  of  waiver  of  tuition. 

Molloy  responded  to  the  Department  in  a  letter  dated  July  28,  1993.  In  their  re- 
sponse, they  indicated  they  were  conferring  with  the  State  of  New  York  concerning 
the  eligibility  of  the  program.  They  went  on  further  to  identify  changes  they  would 
make  to  address  the  concerns  of  the  Department  or  to  defend  the  program,  depend- 
ing on  the  finding.  They  defended  both  the  eligibility  of  the  program  and  the  figures 
used  to  calculate  the  cost  of  attendance  while  offering  remedies  for  strengthening 
administrative  oversight. 

In  May  1993,  the  Office  of  the  Comptroller  of  the  State  of  New  York  issued  their 
report  to  Molloy  regarding  an  audit  they  performed  on  state-funded  student  finan- 
cial aid  for  the  AA  Degree  Program  for  Recent  Immigrants.  The  Comptroller's  office 
is  authorized  to  perform  audits  on  behalf  of  the  New  York  State  Education  Depart- 
ment (SED).  This  audit  also  found  significant  problems  with  Molloy's  AA  Degree 
Program  for  Recent  Immigrants  as  indicated  by  their  outlining  a  potential  $5  mil- 
lion liability  in  State  TAP  funds  for  the  period  under  review.  The  findings  included: 
(1)  Students  who  were  not  attending  full  time  as  defined  by  the  State  because  of 
their  taking  remedial  (ESL)  courses;  and  (2)  Ineligible  program  based  on  the 
mentoring  program  offered  at  the  Metropolitan  Education  Center.  There  were  other 
additional,  though  less  substantial,  findings. 

The  audit  report  stated  that,  ".  .  .  students  .  .  .  followed  a  course  sequence  that 
requires  74  credits  for  graduation.  Molloy's  catalogue  states  that  the  satisfactory 
completion  of  64  credits  ...  is  required  for  graduation  with  an  AA  Degree  in  Lib- 
eral Arts.  Thus,  these  students  are  pursuing  certain  courses  which  are  not  applica- 
ble to  the  approved  program."  It  also  states  that,  "None  of  Molloy's  programs  were 
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approved  by  SED  for  instruction  in  the  mentoring  mode."  Finally  it  says,  "SED  is 
currently  reviewing  MoUoy's  arrangements  with  the  external  organizations.  If  the 
arrangements  with  any  off-campus  locations  are  determined  to  not  be  consistent 
with  New  York  State  regulations,  the  TAP  awards  paid  during  our  audit  period  for 
students  at  these  locations  will  be  disallowed." 

As  noted  above,  the  State  was  asked  by  the  Department  of  Education  to  deter- 
mine whether  the  AA  Degree  Program  for  Recent  Immigrants  was  eligible,  and  the 
State  Comptroller  also  noted  the  State  was  working  on  this  determination.  During 
the  months  following  the  audits,  Don  Nolan,  the  Deputy  Commissioner  for  Higher 
Education  and  Professional  Education  for  the  State  Department  of  Education,  wrote 
a  series  of  letters  and  met  with  Molloy  College  officials  in  an  effort  to  gather  infor- 
mation by  which  the  State  could  make  a  determination.  During  his  deliberations, 
he  made  a  preliminary  finding  that  the  program  was  substantially  different  off  cam- 
pus than  on  and  recommended  that  Molloy  put  the  AA  Degree  Program  for  Recent 
Immigrants  on  hold  until  a  final  determination  was  made. 

As  a  result  of  the  preliminary  determination,  Molloy  College  sent  a  letter  in  Au- 
gust to  all  the  ofiF-campus  organizations  advising  them  the  program  was  under  re- 
view and  would  be  placed  on  hold  until  a  final  determination  was  made  by  the 
State.  Subsequently  classes  for  the  Fall  93  term  were  cancelled. 

In  a  lengthy  and  detailed  letter  sent  to  Molloy  College  on  September  30,  1993, 
Mr.  Nolan  made  the  decision  that  Molloy's  program  was  ineligible.  The  letter  read: 
"Based  on  this  review,  I  note  differences  in  courses  taken,  the  'mentoring 
format'  offered  in  some  locations,  the  nature,  status,  and  evaluation  of  fac- 
ulty offering  the  program,  the  advisement  of  students  into  a  'lock-step'  pro- 
gram of  twelve  credits  per  semester  (resulting  in  a  program  which  requires 
3  years  rather  than  2  years  for  completion),  the  treatment  of  transfer  stu- 
dents, the  admission  requirements  and  procedures,  and  the  available  stu- 
dent support  services.  I  must  conclude,  therefore,  that  the  program  which 
Molloy  was  offering  at  off-campus  locations  is  not  the  AA  program  in  Lib- 
eral Arts  which  was  registered  by  this  Department." 
The  State  also  notified  the  Department  of  Education  who  in  turn  wrote  to  Molloy 
and  notified  them  that  they  must  determine  the  total  amount  of  funds  distributed 
to  students  in  the  affected  program.  Any  funds  disbursed  to  a  student  which  is 
found  to  be  enrolled  in  an  ineligible  program  will  be  a  liability  and  is  payable  to 
the  Department  of  Education. 

Molloy  College  has  indicated  to  the  Subcommittee  that  they  strongly  disagree 
with  and  intend  to  fight  the  finding  of  the  State.  If  both  the  State  and  the  Depart- 
ment consider  all  student  financial  aid  disbursed  since  the  beginning  of  the  AA  De- 
gree Program  for  Recent  Immigrants  in  1987  as  a  liability,  Molloy  will  face  the  pros- 
pect of  repaying  nearly  $16  million  in  Federal  and  State  aid:  $6  million  in  Pell  and 
$10  million  in  TAP.  They  also  pointed  out  to  the  Subcommittee  that  they  have  had 
a  lengthy  discourse  with  the  State  concerning  the  curriculum  and  modes  of  instruc- 
tion of  this  program  as  far  back  as  1989.  They  also  have  applied  for  some  of  the 
sites  to  be  designated  extension  centers.  Molloy  contends  that  they  never  received 
any  guidance  on  these  matters  and  that,  if  they  had,  many  of  the  problems  cited 
above  could  have  been  corrected  and/or  avoided. 

The  Staff  concludes  that  Molloy  College  intended  to  offer  their  Associate's  Degree 
to  Russian  immigrants.  However,  by  delegating  a  large  portion  of  the  responsibility 
for  conducting  the  program  to  a  number  of  ofF-campus  organizations  and  by  not  con- 
ducting adequate  oversight,  they  instead  provided  an  avenue  for  wholesale  abuse  of 
the  Pell  Grant  program.  Many  students  attended  classes,  not  for  the  purposes  of  at- 
taining some  eaucational  goal,  but,  rather,  because  they  were  paid  to  do  so.  In  fact, 
many  students  attended  only  courses  in  English  as  a  Second  Language.  The  operat- 
ing costs  for  these  programs  were  minimal,  both  to  Molloy  and  the  off-campus  orga- 
nizations operating  these  programs.  Based  on  our  review,  we  believe  the  great  bulk 
of  Pell  Grant  funds  disbursed  for  this  program  did  not  subsidize  the  cost  of  provid- 
ing a  quality  education  for  needy  and  deserving  students,  but,  instead,  constituted 
suDstantial  and,  for  the  most  part,  unearned  profits  for  both  Molloy  and  the  off-cam- 
pus organizations. 
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Con't 
APPENDIX  C 


PELL  GRANT  PROGRAM 
TEN  STATES  WITH  LARGEST  FUNDING  IN  1991-92 


*  *  *  * 


STATE 

PUBLIC 

PRIVATE 
NON-PROFIT 

NY 

$263,974,410 

$202,551,776 

CA 

$272,992,410 

$ 

52,823,762 

TX 

$221,626,241 

$ 

33,789,860 

PR 

$  56,097,223 

$173,659,560 

OH 

$156,713,901 

$ 

39,425,768 

FL 

$142,737,335 

$ 

32,819,481 

PA 

$115,906,979 

$ 

54,335,794 

IL 

$138,172,447 

$ 

47,200,852 

MI 

$141,809,574 

$ 

45,599,634 

LA 

$  97,561,464 

$ 

9,768,926 

PROPRIETARY 
$  96,850,053 
$193,753,413 
$  96,961,346 
$  89,053,199 
$  59,578,481 
$  74,214,285 
$  55,284,820 
$  33,894,018 
$  26,192,755 
$  32,118,484 


TOTAL 

$563,376,239 

$519,569,585 

$352,377,477 

$318,809,982 

$255,718,150 

$249,771,101 

$225,527,593 

$219,267,317 

$213,601,963 

$139,448,874 
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APPENDIX  F 


BUILDINGS  ON  WHICH 
BAIS  FRUMA  PAYS  MORTGAGE 


1377  42nd  Street 
$700,000  Mortgage  —  $7.5% 


'^tmt^^. 


,1'"' 


nil 


4U18  15th  Avenue 
$2,000,000  Mortgage  --  18% 
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BUILDINGS  FOR  WHICH 
BAIS  FRUMA  PAYS  RENT 


1270  52nd  Street 

$510,000  to  Yeshiva  Chaim  V'Shulom 

2/18/90  -  4/28/93 


u 


5202  13th  Avenue 

$520,000  to  Yeshiva  Tifereth  Bunim 

12/7/89  -  4/28/93 
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r  - 

■'  ■'-'"    ■■■■■■; 

REGISTRATION    FOR 

ADULT  ENGLISH 


is  now  beginning  for  the  spring  semester 

(February  Thru  June  1 993) 

to  help  Senior  Citizens  who  have  difficulties 

SPEAKING,  READING  &  WRITING 

the  ENGLISH  Language 


Stipends  are  available  for  eligible  students 

,  {low  income.  Welfare,  SSI) 


Classes  will  be  held  here 
in  Coney  Island  at: 

•  Surf  Solomon  Senior  Citizens  Center 

•  Haber  House  Senior  Citizens  Center 


For  More  Information 
Call 

718-372-5775 
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Con't  APPENDIX  L 
Notes  tor  "PELL  CONTRACTS" 

1.  Three  three-year  contract  cycles  are  displayed— 

The  first,  identified  by  contract  numbers  that  begin  with 
"#300",  covers  processing  for  the  1987-88,  1988-89  and  1989- 
90  award  years. 

The  second,  identified  by  contract  numbers  that  begin  with 
"ftPMSgoO",  covers  processing  for  the  1990-91,  1991-92  and 
1992-93  award  years. 

The  third,  identified  by  contract  numbers  that  begin  with 
"#PM920i",  covers  processing  for  the  1993-94,  1994-95  and 
1995-96  award  years. 

2.  Within  each  contract  cycle,  incurred  costs  are  displayed  by 
fiscal  year  as  well  as  for  the  total  contract  costs  for  each 
contractor. 

3.  "NCS"  is  National  Computing  Systems  which  is  the  Department's 
Central  Processing  System  (CPS)  contractor. 

4.  The  Multiple  Data  Entry  (MDE)  agencies  are: 

ACT— American  College  Testing  Program 

CSS— College  Scholarship  Service 

CSX— CSX  Commercial  Services,  Inc. 

ISSC— Illinois  State  Scholarship  Commission 

PHEAA— Pennsylvania  Higher  Education  Assistance  Agency 

USAF-United  Student  Aid  Funds 

5.  While  NCS  has  operated  the  CPS,  during  each  contract  cycle  a 
different  contractor  was  responsible  for  processing  the  Federal 
form  (Application  for  Federal  Student  Aid— AFSA)— 

During  the  first  contract  cycle,  NCS  processed  the  Federal 
form  in  addition  to  operating  the  CPS. 

During  the  second  contract  cycle,  CSS  processed  the  Federal 
form. 

During  the  third  contract  cycle,  ACT  processed  the  Federal 
form. 

Consequently,  contract  costs  for  NCS  in  cycle- 1,  CSS  in  cycle-2, 
and  ACT  in  cycle-3  reflect  processing  system  charges  (CPS  or  MDE) 
and  costs  associated  with  Federal  application  form  operations. 
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PREPARED  STATEMENT  OF  RICHARD  C.  STIENER 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

We  are  pleased  to  be  here  today  to  participate  in  this  hearing  concerning  the  Sub- 
committee's continuing  oversight  of  the  Department  of  Education's  Student  Finan- 
cial Assistance  Programs.  At  your  request,  we  investigated  to  determine  if  fraudu- 
lent activity  and  serious  abuses  have  occurred  within  the  federal  Pell  Grant  Pro- 
gram, which  assists  low-income  undergraduate  students  in  financing  their  post- 
secondary  education.  In  the  1991-92  award  year  alone,  almost  $5.8  billion  in  grants 
were  made  to  3.8  million  students.  Specifically,  on  the  basis  of  information  provided 
by  the  Department's  Office  of  Student  Financial  Assistance,  you  asked  that  we  in- 
vestigate alleged  fraudulent  activity,  concerning  Pell  Grants,  within  certain  not-for- 
profit  parochial  schools  in  the  New  York  City  area. 

In  brief,  as  recently  as  June  1993,  we  testified  i  on  participants'  abuses  of  another 
student  aid  program — the  guaranteed  student  loan  program.  Those  abuses  included 
false  student-loan  applications,  schools  misrepresenting  their  academic  capabilities, 
lenders  making  loans  to  fictitious  students,  and  ineligible  students  receiving  loans. 
We  found  these  same  basic  abuses  and  falsifications  in  our  ongoing  investigation  of 
certain  yeshivas  ^  in  the  New  York  City  metropolitan  area. 

The  Department  of  Education  identified  to  us  37  of  over  85  yeshivas  or  yeshiva- 
operated  institutions  in  the  New  York  City  area.  It  was  concerned  that  the  37  were 
engaging  in  potentially  abusive  misconduct  involving  the  Pell  Grant  Program.  In  all 
23  institutions  investigated  thus  far,  we  have  found  some  evidence  of  the  use  of 
false  documents  to  support  both  the  students'  Pell  Grant  applications  and  the 
schools'  eligibility  to  participate  in  the  Pell  Grant  Program.  The  yeshivas  submitted 
documentation  to  the  Department  of  Education  for  (1)  "ghost"  students — students 
who  never  applied  for  Pell  Grants  or  individuals  who  never  enrolled  or  attended  the 
yeshivas  that  used  their  names;  (2)  ineligible  high  school  students;  (3)  individuals 
whose  biographical  information  was  sold  to  yeshivas  by  "brokers"  for  use  in  obtain- 
ing Pell  Grants;  and  (4)  misrepresentation  of  their  academic  programs  and  other  eli- 
gibility criteria.  The  false  documents  included  Pell  Grant  applications;  supporting 
documentation  for  the  applications,  such  as  high  school  diplomas  and  income  ver- 
ification; academic  transcripts  and  other  documentation  maintained  in  students' 
files;  and  false  documents  submitted  to  the  Department  of  Education  for  institu- 
tional eligibility,  such  as  program  curricula  and  falsified  Israeli  correspondence  doc- 
umenting offshore  schools.  At  least  6  of  the  23  schools  used  brokers  to  obtain  legiti- 
mate information  from  actual  individuals  and  then  used  the  information  to  obtain 
Pell  Grants  from  the  Department  of  Education. 

Between  1983  and  1993,  the  23  institutions  that  we  investigated — 21  yeshivas,  1 
private  college  that  entered  into  agreements  with  off-site  yeshiva-operated 
sublocations,  and  1  community  college  branch  campus  that  was  operated  as  a  ye- 
shiva — obtained  over  $300  million  in  Pell  Grant  funds.  They  obtained  about  60  per- 
cent of  this — over  $197  million — within  the  last  3  years.  (See  fig.  1.) 


'  Direct  Student  Loans:  The  Department  of  Education's  Implementation  of  Direct  Lending 
(GAO/T-HRD-93-26,  June  10.  1993). 

^Teshiva,"  as  defined  in  the  Random  House  College  Dictionary  (Rev.  Ed.,  1980)  is  an  Ortho- 
dox Jewish  school  of  higher  instruction  in  Jewish  learning.  The  schools  that  we  describe  as  ye- 
shivas in  this  testimony  fit  this  definition. 
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Figure  1:  10- Year  Growth  in  Pell  Grants  to  23  Yeshivas  Investigated  by  GAO 
(1983-84  Through  1992-93  Award  Years)  3 
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•The  drop  in  Pell  Grants  for  1992-93  reflects,  in  part,  termination  actions  against  three  of  these 
yestVvas  by  the  Department  of  Education  in  1992.  These  yeshivas  obtained  $4.8  million  In  total  for 
1991-92. 

The  attached  case  study  (see  app.  Ill),  concerning  one  yeshiva,  demonstrates  most 
of  the  situations  of  Pell  Grant  falsifications  and  abuse  that  we  found.  The  yeshiva 
used  ghost  students,  ineligible  high  school  students,  false  high  school  diplomas  and 
admissions  applications,  and  apparent  mail  drops  as  home  addresses  on  Pell  appli- 
cations. It  also  submitted  unsupported  documentation  concerning  its  financial  status 
to  obtain  Pell  Grant  Program  eligibility.  In  1984  and  1987,  the  school  submitted  an 
unaudited  financial  statement  for  a  different  institution  to  continue  its  eligibility  to 
process  and  award  Pell  Grants.  The  Department  of  Education  accepted  those  state- 
ments and,  on  their  basis,  certified  the  school  as  financially  responsible  to  continue 
in  the  program.  Furthermore,  on  the  basis  of  a  1988  financial  statement  that  re- 
flected a  negative  cash  position  and  an  over  $80,000  liability  to  the  Department  it- 
self, the  Department  again  determined  the  seminary  to  be  financially  responsible 
and  continued  its  eligibility  for  the  Pell  Grant  Program. 

Use  of  Ghost  Students 

Based  upon  recipient  interviews  and  examination  of  school  records  some  yeshivas 
received  Pell  Grant  awards  for  individuals  who  themselves  never  applied  for  the 
grants  or  never  enrolled  in  or  attended  the  yeshivas  that  used  their  names.  These 
yeshivas  used  individuals'  names  and  biographical  information  to  obtain  Pell 
Grants.  The  yeshivas  also  used  both  false  documentation  and  mail  drops  to  facilitate 
the  grant  applications. 

SAME  "student  RECIPIENTS";  DIFFERENT  YESHIVAS 

Pell  Grant  "recipient"  lists  for  each  of  the  37  yeshivas  identified  by  the  Depart- 
ment of  Education  for  6  school  vears  (1987-88  through  1992-93)  reflect  the  attend- 
ance of  many  of  the  same  students  at  different  yeshivas  in  succeeding  years.  We 
determined  that  1,335  of  the  Pell  Grant  recipients  attending  the  37  yeshivas  were 
listed  as  having  attended  3  different  schools  consecutively;  133,  as  having  attended 
4  schools;  and  7,  as  having  attended  5  yeshivas.  One  recipient  had  received  nine 
Pell  Grants;  and  four  others,  eight  grants  each. 


'  Not  all  schools  received  Pell  Grants  in  all  years. 
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We  interviewed  19  of  the  140  Pell  Grant  recipients  who  were  listed  as  having  at- 
tended 4  or  more  yeshivas.  Twelve  of  the  19  stated  they  did  not  know  they  had  been 
awarded  Pell  Grants  at  two  or  more  yeshivas  that  received  Pell  grants  in  their 
names.  Two  of  the  19  stated  they  had  not  attended  any  of  the  four  or  more  yeshivas 
that  used  their  names.  Of  the  remaining  five,  four  either  could  not  name  the  yeshi- 
vas they  had  attended  or  refused  to  be  interviewed,  while  the  fifth  stated  he  had 
attended  all  four  cited  yeshivas. 

An  elderly  Russian  couple  we  interviewed  stated  that  they  had  attended  two  ye- 
shivas in  the  United  States.  Yet,  three  other  yeshivas  had  obtained  Pell  Grants  for 
them.  According  to  their  statements  to  us,  files  from  the  two  yeshivas  that  we  exam- 
ined contained  false  academic  transcripts  and  other  documentation  supporting  the 
Pell  applications.  Three  other  yeshivas  received  Pell  Grants  in  the  name  of  a  Rus- 
sian woman  who  told  us  that  she  had  attended  only  one  yeshiva.  We  reviewed  stu- 
dent files  from  one  of  the  three  yeshivas  and  found  false  transcripts,  financial  aid 
records,  and  other  documents. 

Finally,  one  Pell  recipient,  who  told  us  that  she  never  attended  any  of  four  yeshi- 
vas that  had  obtained  Pell  Grants  in  her  name,  is  a  daily  outpatient  at  a  mental 
health  clinic.  She  has  been  under  long-term  care;  and  her  medical  history  reflects 
only  a  high  school  education,  with  no  postsecondary  education. 

FALSE  documentation/applications  USED  TO  SUPPORT  GHOST  STUDENTS 

On  the  basis  of  the  interviews  with  10  of  the  14  recipients'  we  determined  that 
materials  from  six  yeshivas  included  false  financial  aid  records,  transcripts,  admis- 
sions applications,  and  other  documents.  When  we  showed  one  Pell  recipient  the  fi- 
nancial aid  forms  and  other  documentation  pertaining  to  her  from  one  yeshiva's 
files,  she  stated  that  her  signature  had  been  forged  and  she  had  not  attended  that 
year.  In  addition,  we  submitted  certain  documents  to  the  Forensic  Services  Division 
laboratory  of  the  U.S.  Secret  Service.  They  included  Pell  Grant  applications  and 
other  supporting  documents  fi-om  student  files  with  handwriting  exemplars  ft-om 
three  recipients.  The  laboratory  concluded  that  the  signatures  on  14  of  the  30  ana- 
lyzed documents  were  not  those  of  the  recipients. 

The  Department  of  Education  requires  that  participating  institutions  request  a 
Financial  Aid  Transcript  for  previously  attended  postsecondary  schools  to  help  en- 
sure, among  other  things,  that  an  applicant  is  not  receiving  more  than  one  Pell 
Grant  in  an  award  year.  Thus  a  student's  file  at  a  school  should  contain  a  copy  of 
transcripts  that  reflect  the  prior  schools  attended  and  any  financial  aid  received. 
However,  the  records  we  examined  ft-om  eight  yeshivas  showed  that  in  most  cases 
admissions  applications  were  false  by  not  accurately  reflecting  the  previous  post- 
secondary  schools  for  which  the  students  obtained  Pell  Grants.  Although  the  Pell 
recipients  had  been  awarded  grants  at  four  or  more  yeshivas,  the  admissions  appli- 
cations at  each  yeshiva  reflected  that  the  students  had  not  attended  any  other  post- 
secondary  schools. 

At  two  other  yeshivas,  the  reported  high  schools  of  attendance  and  dates  of  grad- 
uation on  the  admissions  applications  for  some  Pell  Grant  recipients  differed  fi"om 
yeshiva  to  yeshiva.  In  one  instance,  the  diploma  copy  in  the  student  file  was  fi"ora 
a  different  high  school  than  that  listed  on  the  application  to  which  it  was  attached. 

USE  OF  MAIL  DROPS  AS  HOME  ADDRESSES 

Some  yeshivas  used  mail  drops — or  locations  other  than  actual  home  addresses — 
to  receive  the  Pell  Grant  applications.  We  identified  63  Pell  Grant  recipients  for  5 
yeshivas  who  had  listed  the  home  address  on  their  applications  as  that  of  an  all- 
boys  elementary  school.  However,  not  only  were  the  Pell  recipients  at  this  address 
supposedly  of  postsecondary  age,  many  were  women.  On  two  occasions,  we  at- 
tempted to  interview  the  administrator  of  the  elementary  school  to  determine  if  any- 
one lived  there  and  why  the  address  was  listed  as  a  home  address  on  63  Pell  Grant 
applications.  On  both  occasions,  he  refused  to  be  interviewed.  Using  a  home  address 
ft-om  a  previous  Pell  Grant  application,  we  located  and  interviewed  one  of  the  pur- 
ported students  at  his  apartment.  He  stated  that  he  had  lived  and  received  mail 
at  the  apartment  address  for  the  previous  few  years  and  had  not  received  mail  at 
any  other  address.  He  too  refused  to  be  further  interviewed. 

We  also  determined  that  the  home  address  of  a  yeshiva  administrator  for  one  ye- 
shiva was  listed  on  17  Pell  Grant  applications  for  2  yeshivas,  including  his  own.  In 
another  instance,  the  location  and  mailing  address  of  1  yeshiva  was  listed  as  the 
home  address  for  25  Pell  Grant  recipients  at  8  other  yeshivas.  Yet  another  yeshiva 
rented  a  post  office  box  that  was  then  listed  as  the  home  address  for  over  370  Pell 
Grant  recipients  at  that  school. 
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Use  of  Ineligible  High  School  Students 

Although  high  school  students  are  not  eligible  to  receive  Pell  Grants,  four  yeshi- 
vas  certified  postsecondary  yeshiva  attendance  by  Pell  "applicants"  who  were  high 
school  students.  For  example,  one  yeshiva  that  we  examined  had  at  least  30  high 
school  students  that  received  Pell  Grants.  We  found  high  school  diplomas  in  the  files 
of  two  of  the  four  yeshivas  to  support  the  eligibility  of  the  Pell  Grant  recipients  who 
were  still  in  high  school.  In  addition,  the  U.S.  Department  of  Agriculture's  Free 
School  Lunch  records  showed  that  some  of  the  high  school  students  listed  as  Pell 
Grant  recipients  were  receiving  fi-ee  school  lunches,  which  are  unavailable  to  high 
school  graduates.  New  York  State  welfare  department  records  also  identified  some 
of  these  Pell  recipients  as  enrolled  in  high  school. 

The  Department  of  Education  determined  that  some  of  the  Pell  recipients  had 
also  been  certified  to  the  local  school  district  as  being  high  school  students  eligible 
to  ride  on  district  school  buses  and  receive  district  textbooks  and  library  privileges. 
For  example,  the  administrator  for  a  yeshiva  who  was  also  an  official  for  the  high 
school  located  at  the  yeshiva,  submitted  both  false  high  school  diplomas  and  false 
yeshiva  admissions  applications  to  the  Department  of  Education  during  a  Pell  Grant 
Program  review.  As  high  school  administrator  and  reviewing  official,  he  had  signed 
school  lunch  program  applications,  letters  to  the  welfare  department,  and  Social 
Service  forms  attesting  that  some  of  the  same  students  were  enrolled  in  high  school 
during  the  same  time  periods  when  they  were  receiving  Pell  Grants  and  were  cer- 
tified as  high  school  graduates.  The  mother  of  one  Pell  recipient  from  this  yeshiva 
told  us  that,  during  the  same  time  period  that  the  school  received  a  Pell  Grant  in 
her  daughter's  name,  her  daughter  had  been  enrolled  in  a  high  school  in  a  county 
different  fi:-om  that  reflected  in  the  yeshiva's  supporting  Pell  Grant  documentation. 

A  second  yeshiva's  files  contained  copies  of  diplomas  made  fi"om  a  single  original 
document.  We  obtained  copies  of  what  appeared  to  be  seven  false  high  school  aiplo- 
mas  ft-om  the  yeshiva's  student  files  that  were  used  to  support  the  Pell  eligibility 
of  its  students.  We  submitted  these  to  the  Forensic  Services  Division  laboratory  of 
the  U.S.  Secret  Service  for  analysis.  The  laboratory  confu-med  that  the  diplomas  had 
been  created  from  the  same  original  document,  not  photocopied  fi-om  different  indi- 
vidual diplomas.  Additionally,  local  welfare  department  records  for  two  of  the  seven 
Pell  Grant  recipients  contained  letters  ft-om  administrators  ft-om  two  other  area  high 
schools.  The  letters  reflected  that  the  recipients  were  enrolled  in  high  school  up  to 
2  years  after  the  dates  cited  on  high  school  diplomas. 

Pell  Grant  recipients  at  a  third  yeshiva  were  also  listed  in  the  records  of  the  Ag^- 
culture  Department's  Free  Lunch  Program  as  high  school  students  receiving  free 
school  lunches. 

An  administrator  for  a  fourth  yeshiva  admitted  enrolling  high  school  students  and 
obtaining  Pell  Grants  for  them  but  claimed  they  were  eligible  under  the  Abihty  to 
Benefits  examination.  However,  the  use  of  Ability  to  Benefits  examinations  does  not 
apply  in  this  situation  because  federal  regulations  prohibit  high  school  students 
ft-om  obtaining  Pell  Grants.  This  yeshiva  has  since  been  fined  $87,000  by  the  Sec- 
retary of  Education  for  this  misconduct. 

Pell  Grant  Brokers 

We  determined  that  brokers — individuals  who  recruit  student  financial  aid  appli- 
cants and  applicant  information — are  involved  in  defrauding  the  Pell  Grant  Pro- 
gram. One  brokers'  student  files  that  we  examined  contained  false  employment  and 
income  verification  documents  that  were  the  basis  for  Pell  Grant  awards.  Another 
broker  offered  money  for  information  to  be  used  on  applications  for  ghost  students. 
A  third  broker  offered  payments  of  money  by  the  schools  to  induce  individuals  to 
apply  for  Pell  Grants  and  enroll  in  ineligible  programs. 

We  reviewed  records  that  the  Immigration  and  Naturalization  Service  had  seized 
ft-om  an  individual  who  brokered  students  and  students'  biographical  information 
for  at  least  six  of  the  yeshivas.  This  broker  was  an  immigration  processor  who 
helped  recent  immigrants  obtain  resident  alien  status.  While  processing  them,  he 
had  the  immigrants  sign  blank  Pell  Grant  applications  and  related  documentation. 
His  records  indicated  that,  in  some  instances,  he  provided  several  hundred  dollars 
to  the  immigrants  when  the  Pell  Grants  were  awarded.  The  broker's  files  indicate 
that  he  secured  Pell  Grants  for  120  purported  students,  totaling  $352,639  for  the 
1990-91,  1991-92,  and  1992-93  school  years. 

Some  of  the  broker's  student  files  contained  false  letters  of  employment  or  false 
W-2s  to  verify  employer  and  income  amounts  for  Pell  Grant  recipients  on  their  ap- 

Elications.  We  interviewed  nine  employers  cited  on  W-2s  and  in  letters  found  in  the 
roker's  files  or  at  the  yeshivas  where  the  broker  had  placed  the  students.  The  em- 
ployers told  us  that  some  of  the  Pell  Grant  recipients  had  never  worked  for  them 
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and  were  unknown  to  them.  They  also  stated  that  in  some  instances  although  the 
Pell  Grant  recipients  had  worked  for  them  at  one  time,  the  recipients  were  not  eni- 
ployed  at  the  time  for  which  a  false  letter  was  used  to  establish  Pell  Grant  eligi- 
bility. In  other  cases,  employers  stated  that  although  the  Pell  Grant  recipients  had 
worked  for  them,  the  letters  were  unauthorized  and  they  were  unaware  of  who 
wrote  them.  Furthermore,  on  the  basis  of  the  employers'  statements,  the  annual  in- 
comes cited  in  the  letters  were  false. 

When  reviewing  student  files  from  this  broker  involving  three  yeshivas,  we  also 
determined  that  representations  made  on  federal  income  tax  verification  work- 
sheets'* were  false.  We  interviewed  the  broker's  secretary  and  only  employee.  She 
told  us  that,  at  the  broker's  instruction,  she  had  typed  the  letters  of  employment/ 
income  verification  and  that  she  and  the  broker  had  signed  the  letters  without  the 
employers'  consent  or  authorization.  Further,  she  filled  out  blank  Pell  Grant  appli- 
cations, some  were  signed  and  some  were  not,  from  files  that  the  broker  had  pro- 
vided her.  Additionally,  she  stated  that  she  had  seen  checks  ■'^  payable  to  the  Pell 
Grant  applicants  and  that  these  individuals  had  picked  up  the  checks  from  the 

broker.  n    ,    u    tt   ■    j 

The  broker  was  indicted  for  falsifying  immigration  documents  but  fled  the  United 
States  before  his  trial.  Prior  to  the  broker's  flight,  his  counsel  expressed  the  broker's 
willingness  to  cooperate  by  providing  information  about  Pell  Grant  fraud  by  the  ye- 
shivas and  other  brokers. 

We  identified  a  second  broker*^  in  a  closed-case  file  from  a  federal  law  enforce- 
ment agency.  In  consensually  monitored  conversations,  the  broker  offered  an  inform- 
ant several  hundred  dollars  for  Pell  Grant  applications  filled  out  for  ghost  students. 
Department  of  Education  records  disclosed  that  a  Pell  Grant  was  later  awarded  in 
the  name  of  an  individual  whose  biographical  information  had  been  provided  to  the 
broker  by  the  informant.  A  yeshiva  received  Pell  Grants  to  offset  the  recipient's  al- 
leged academic  costs  and  maintained  an  academic  record  for  the  purported  student. 
The  record  listed  classes,  grades,  and  other  enrollment  information.  However,  when 
we  interviewed  the  purported  student,  she  told  us  that  she  had  never  attended  or 
heard  of  the  school  and  nad  never  applied  for  a  Pell  Grant. 

Our  concern  that  this  school  might  be  using  brokers  and  dealing  in  ft-audulent 
Pell  Grants  was  heightened  during  an  unannounced  visit  to  an  off-site  office  for  this 
yeshiva.  We  observed  yeshiva  personnel  working  with  financial  aid  applications,  one 
of  which  was  a  blank  Pell  Grant  application  that  bore  the  signature  of  an  alleged 
applicant.  A  person  working  in  the  office  identified  herself  as  the  yeshiva's  bursar. 
We  also  observed  file  cabinets  with  labels  that  related  to  Pell  Grant  documents  and 
open  boxes  on  the  floor  filled  with  what  appeared  to  be  student  files.  On  a  subse- 
quent visit,  the  bursar  acknowledged  to  us  that  blank,  signed  Pell  Grant  applica- 
tions were  being  filled  out  but  refused  to  answer  questions  concerning  this  activity. 

We  identified  a  third  broker  who  recruited  elderly  Russian  immigrants  for  at  least 
two  yeshivas.  According  to  two  Russian  immigrants,  this  broker  provided  payments 
of  $500  and  $600  per  year  to  people  for  enrolling  in  English-as-a-Second-Language 
classes.  Although  this  broker  denied  acting  as  a  broker  or  recruiter  for  the  schools, 
he  acknowledged  setting  up  a  school  location  for  one  of  the  schools  and  referring 
Russian  immigrants  there.  He  also  acknowledged  that  the  school  paid  stipends  to 
students  of  $600  per  year.  According  to  one  of  the  Russian  immigrants  who  we 
interviewed  about  yeshivas,  the  only  reason  the  immigrants  enrolled  was  to  obtain 
the  cash  payments. 

Ineligible  Programs  and  Falsified  Eligibility  Criterion 

ineligible  programs 

We  reviewed  approximately  50  applications  for  Pell  Grants  for  students  of  a  4- 
year  private  college.  We  learned  that  the  college  had  entered  into  an  agreement 
with  eight  yeshivas  to  provide  a  3-year  Associate  of  Arts  degree  under  the  auspices 
of  the  college.  These  8  off-site  schools  maintained,  in  total,  44  locations  in  New  York 


"U.S.  Department  of  Education  Federal  Student  Aid  Programs  Income  Verification  Work- 
sheet, 0MB  Form  No.  1840-0132.  ,  •     ^  u      u 

■'We  obtained  some  of  the  original  checks  from  the  broker's  files  that  had  been  seized  by  the 
Immigration  and  Naturalization  Service.  To  assist  in  our  investigation,  the  Subcommittee  sub- 
poenaed the  involved  yeshiva's  records.  Subsequently,  a  fire  occurred  at  the  yeshiva,  and  the 
yeshiva's  officials  stated  that  the  subpoenaed  records  had  been  destroyed.  However,  Fire  Depart- 
ment officials,  during  their  inspection  of  the  fire  scene,  saw  no  evidence  that  any  records  near 
the  site  of  the  fire. 

'•This  broker  provided  Pell  Grant  recipients'  biographical  information  to  one  yeshiva  that  also 
utilized  the  services  of  the  broker  who  fled  the  country. 
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City  to  provide  instruction  to  a  largely  immigrant  population.  A  college  official  ex- 
plained that  this  population  could  not  read  or  write  English;  therefore,  yeshiva  per- 
sonnel had  filled  out  the  Pell  Grant  applications  for  the  students. 

According  to  the  college's  course  catalog,  a  program  for  an  Associate  of  Arts  de- 
gree requires  64  credits  with  a  minimum  of  48  credits  in  liberal  arts  courses.  Fur- 
ther, the  program  syllabi  provided  by  the  yeshivas  to  the  college  indicated  that  eight 
English  courses  were  to  be  taken  in  the  first  two  semesters.  These  were  to  be  fol- 
lowed by  other  courses,  including  philosophy,  political  science,  art  history,  human 
biology,  and  music.  However,  according  to  the  seven  students  we  interviewed  who 
were  participating  in  the  college's  off-site  programs,  they  were  primarily  provided 
with  English  classes  and  a  small  complement  of  Jewish  history  and  culture. 

The  programs  began  in  1989;  however,  the  first  3-year  class  had  an  83-percent 
withdrawal  rate.  This  withdrawal  rate — and  the  determination  that  the  ofF-site  pro- 
grams differed  substantially  from  the  home  campus  programs — caused  the  Depart- 
ment of  Education  to  determine  the  off-site  programs  as  ineligible  to  participate  in 
Pell.  Additionally,  the  New  York  State  Education  Department  found  that  several 
resumes  for  teachers  of  the  off-site  programs  had  listed  degrees  from  schools  that 
did  not  offer  such  degrees.  We  also  determined  that  14  Pell  recipients  from  the  col- 
lege's off-site  programs  had  received  Pell  Grants  in  their  names  for  at  least  3  other 
yeshivas.  However,  when  we  interviewed  4  of  these  14  students,  they  stated  that 
they  had  not  attended  the  college's  yeshiva-operated  off-site  programs.  Yet  the  col- 
lege's off-site  programs  made  them  ghost  students  by  maintaining  student  files  for 
them  that  included  academic  transcripts  and  financial  aid  applications. 

In  addition,  we  noted  that  a  yeshiva-operated  branch  of  an  area  community  col- 
lege had  a  similarly  high  withdrawal  rate.  Over  3,000  students  had  withdrawn  from 
the  branch  after  receiving  Pell  Grants  for  1  to  3  years  and  before  obtaining  a  degree. 
According  to  our  review  of  DepEirtment  of  Education  records,  over  90  of  the  140  ap- 
plicants who  received  Pell  Grants  at  4  or  more  yeshivas  obtained  Pell  Grants  at  the 
community  college  program.  Eight  of  the  13  interviewed  Pell  Grant  recipients  from 
the  program  told  us  that  they  had  not  attended  the  program.  One  of  the  eight  stated 
that  the  signatures  on  the  documents  were  forgeries;  another  stated  that  she  had 
filled  out  the  forms  but  had  never  attended.  Of  the  remaining  five  we  interviewed, 
only  one  stated  she  had  attended  the  program,  while  two  refused  to  answer  ques- 
tions, and  two  could  not  remember  the  names  of  schools  they  had  attended. 

FALSE  ELIGIBILITY  CRITERION 

Four  of  the  23  investigated  yeshivas  reported  to  the  U.S.  Department  of  Edu- 
cation that  they  maintained  campuses  in  Israel.  To  satisfy  an  eligibility  criterion, 
one  yeshiva  submitted  to  the  Department  of  Education  a  purported  letter  from  the 
Israeli  Department  Director  of  the  Ministry  of  Religious  Affairs.  The  U.S.  Depart- 
ment of  Education,  in  part,  used  the  certification  letter  to  determine  the  school's 
Pell  Grant  eligibility  for  an  off-shore  site  in  Israel.  However,  on  reviewing  the  letter, 
the  Director  told  the  U.S.  Department  of  Education  that  his  signature  had  been 
forged.  The  Department's  records  show  that  between  the  1988-89  and  the  1992-93 
school  years,  the  yeshiva  was  authorized  to  obtain  $1,640,738  in  Pell  Grants  for  its 
Israeli-based  students.  The  Department  of  Education  has  since  taken  an  administra- 
tive action  against  the  school,  in  part  on  the  basis  of  the  forged  letter.  A  decision 
on  the  Department's  action  is  pending  before  a  Department  Administrative  Law 
Judge. 

The  Israeli  Director  also  raised  doubts  about  another  school's  certification.  He 
stated  that  the  signature  on  another  certification,  although  appearing  genuine,  was 
that  of  an  official  who  may  not  have  been  in  the  signatory's  position  on  the  date 
of  the  letter.  Israeli  Knennest  (Parliament)  records  reflect  that  the  letter's  signer 
was  not  in  that  position  on  the  letter's  date.  The  Israeli  Embassy  in  Washington, 
D.C.,  has  since  verified  in  writing  to  the  U.S.  Department  of  Education  that  this 
individual  was  not  in  the  position  on  the  letter's  date.  We  did  not  investigate  the 
Israeli  certifications  of  the  two  remaining  schools. 

Conclusion 

Schools  participating  in  the  Pell  Grant  Program  are  required  to  meet  certain  cri- 
teria, including  academic  accreditation  and  financial  certification,  and  sign  an 
agreement  acknowledging  that  with  the  Department  of  Education.  However,  accord- 
ing to  our  September  1991  ^  report  on  student  financial  aid,  the  Department  has 


T  Student  Financial  Aid:  Education  Can  Do  More  to  Screen  Schools  Before  Students  Receive 
Aid  (GAO/HRI>-91-145.  Sept.  27,  1991). 
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failed  to  adequately  screen  or  review  schools  for  participation  eligibility.  Nothing  we 
have  seen  in  our  current  investigation  would  indicate  that  this  has  changed. 

One  of  the  fu-st  lines  of  defense  in  dealing  with  problems  in  schools  participating 
in  the  Pell  Grant  Program,  or  any  student  aid  program,  is  to  have  strong 
"gatekeeping"  procedures  for  ensuring  that  only  schools  that  are  able  to  provide  the 
education  they  advertise  can  participate,  and  can  continue  to  participate,  in  the  pro- 
grams. Such  procedures  include  licensing,  accreditation,  eligibility,  and  certification 
requirements  for  the  schools. 

Some  of  these  procedures  were  included  in  the  1992  Amendments  of  the  Higher 
Education  Act,  although  they  were  not  in  effect  when  the  Department  approved  the 
schools  that  were  included  in  our  investigation.  For  example,  the  amendments  pro- 
vide that  an  institution  will  lose  its  eligibility  if  more  than  85  percent  of  its  reve- 
nues come  from  federal  student  aid  sources,  such  as  Pell  Grants  and  guaranteed 
student  loans.  Further,  provisions  in  the  1992  amendments  call  for  strengthening 
relationships  between  the  Department,  states,  and  accrediting  organizations.  Part 
H  of  the  Higher  Education  Act,  among  other  things,  defines  a  minimum  set  of  re- 
view standards  that  accrediting  organizations  must  follow.  The  Department  and 
each  state  are  to  enter  into  an  agreement  to  conduct  or  coordinate  the  review  of  in- 
stitutions in  the  state  that  are,  or  want  to  be,  eligible  to  participate  in  federal  stu- 
dent aid  programs.  These  regular  reviews  are  a  step  toward  eliminating  the  possibil- 
ity that  the  fraudulent  and  abusive  practices  we  found  in  our  investigation  will  con- 
tinue or  occur  at  all.  Indeed,  we  believe  the  1992  amendments  are  a  good  start  for 
strengthening  the  Department's  approval  of  schools.  However,  the  Department  must 
begin  to  demonstrate  much  needed  leadership  in  marshalling  its  own  resources  and 
enlisting  the  support  of  the  states  to  protect  students  and  the  federal  investment 
in  student  financial  assistance  programs. 

This  concludes  our  prepared  statement.  We  would  be  pleased  to  answer  any  ques- 
tions you  may  have. 

APPENDIX  I 

Methodology 

In  response  to  our  request  for  information  on  the  most  serious  problems  of  poten- 
tial abuse  in  the  Pell  Grant  Program,  the  Department  of  Education's  Office  of  Stu- 
dent Financial  Assistance  for  Region  II  in  New  York  City  identified  37  postsecond- 
ary  parochial  schools,  some  of  which  it  was  then  reviewing.  These  schools  were  ye- 
shivas  or  institutions  whose  sublocations  were  operated  by  yeshivas"  that  provide 
both  religious  and  secular  instruction.  We  investigated  23  of  the  37  schools  on  the 
basis  of  the  information  provided  to  us.  In  each  of  the  23  schools  examined,  we  in- 
vestigated to  determine  if  fraudulent  or  abusive  conditions  existed.  The  depth  of  our 
investigation  ranged  from  subpoenaing  all  the  documents  of  five  yeshivas  to  inter- 
viewing students,  reviewing  student  files  and  forensic  analysis  of  documents.  We  did 
not  attempt  to  uncover  every  fraudulent  or  abusive  activity  that  may  have  occurred 
in  a  particular  school.  Nor  did  we  attempt  to  establish  that  the  same  conditions  ex- 
isted in  every  school.  Our  investigation  of  these  23  schools  is  continuing.  To  date, 
the  investigation  has  focused  on  the  misconduct  of  the  schools  and  not  the  conduct 
of  their  students. 

We  began  our  ongoing  investigation  in  February  1992.  We  interviewed  officials  or 
reviewed  documents  from  the  U.S.  Department  of  Education's  Office  of  Inspector 
General  (OIG)  and  Office  of  Student  Financial  Assistance,  coordinating  our  inves- 
tigative efforts  with  this  second  office  in  New  York  City.  We  also  interviewed  offi- 
cials and  reviewed  documents  from  the  U.S.  Department  of  Agriculture;  Immigra- 
tion and  Naturalization  Service;  U.S.  Attorney's  Office  for  the  Southern  District  of 
New  York;  Rockland  County  District  Attorney's  Office,  New  York;  New  York  State's 
Department  of  Social  Services,  Office  of  State  Comptroller,  and  Education  Depart- 
ment; subject  institutions,  various  school  personnel,  and  students;  and  others. 


"We  investigated  eight  off-site  locations  of  a  private  college  located  in  Long  Island,  New  York, 
and  one  branch  location  of  a  community  college  located  in  the  New  York  City  metropolitan  area. 
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APPENDIX  II 

BACKGROU>ro  OF  PELL  GRANTS 
THE  PELL  GRANT  PROGRAM 

Pell  Grants  (formerly  Basic  Educational  Opportunity  Grants)  are  to  help  under- 
graduate students  from  low-income  families  finance  their  postsecondary  education. 
Authorized  in  1972,  the  first  grants  were  awarded  to  full-time  freshmen  students 
in  fiscal  year  1973. '  The  maximum  Pell  Grant  was  $2,400  for  the  1991-92  award 
year.  2  The  grants  are  fully  funded  by  the  federal  government.  These  are  awarded 
on  the  basis  of  a  student's  cost  to  attend  a  school,  including  tuition  and  fees;  room 
and  board;  books;  supplies;  transportation;  miscellaneous  expenses;  and,  in  some 
cases,  child  or  dependent  care  and  expenses  related  to  disability. 

For  award  years  1973-74  through  1991-92,  almost  46  million  students  received 
Pell  Grants  totaling  $52  billion.  With  few  exceptions,  the  program  has  experienced 
steady  growth  since  the  first  grants  were  made  in  1973.  (See  fig.  II.  1.) 

Figure  II.  1:  Growth  in  Pell  Grant  Awards  (Awards  Years  1973-74  Through 

1991-92) 


Figure  1:  Pell  Grant  Awards  (Fiscal  Yeare  1974  through  1992) 
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EUGIBILITY  FOR  PELL  GRANT  RECIPIENTS 

Department-approved  schools  determine  students'  eligibility,  process,  and  award 
the  grants  on  the  government's  behalf  Grants  are  awarded  on  the  basis  of  an  eligi- 
ble student's  cost  of  attendance  at  the  particular  school,  including  institutional  and 
noninstitutional  charges.  According  to  the  Department  of  Education,  a  student's  fi- 
nancial need  is  based  on  the  student's  financial  condition,  as  determined  from  infor- 
mation reported  on  the  Pell  application  and  supporting  documentation  submitted  to 
the  school.  Thus,  it  is  of  critical  importance  that  the  financial  information  certified 
on  the  application  be  truthful  and  correct. 

In  the  1991-92  award  year,  $5.79  billion  in  grants  were  made  to  almost  3.8  mil- 
lion students.  The  average  Pell  Grant  was  $1,530  during  the  1991-92  award  year, 
and  about  a  third  of  all  undergraduates  received  a  Pell  Grant  that  year.  (See  fig. 
II.l.) 

In  addition,  to  be  eligible  for  a  Pell  Grant,  undergraduate  students  must  be  U.S. 
citizens  or  eligible  noncitizens;  not  be  enrolled  in  a  secondary  school;  have  a  high 
school  diploma,  have  a  GED  (general  educational  development)  certificate,  or  dem- 
onstrate an  ability  to  benefit;  ^  be  enrolled  at  least  half  time;  make  satisfactory  aca- 
demic progress  and  not  be  in  default  on  a  federal  guaranteed  or  Perkins  student 


>  The  Pell  Grant  Program  was  authorized  and  incorporated  into  the  Higher  Education  Act  by 
the  Higher  Education  Amendments  of  1972. 

2  An  award  year  is  a  1-year  period  of  time  from  July  1  of  one  year  to  June  30  of  the  next. 
Award  year  1991-92  is  the  period  July  1,  1991,  through  June  30,  1992. 

^  Students  lacking  a  high  school  diploma  may  receive  a  Pell  Grant  if  they  have  the  ability  to 
benefit  from  the  education  program  in  which  enrolled.  This  may  require  applicants  to  pass  a 
test  to  measure  their  aptitucie  to  successfully  complete  the  program. 
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loan;'*  and  sign  a  statement  that  they  will  use  the  proceeds  only  for  educational  pur- 
poses. Students'  eligibility  generally  continues  as  long  as  the  student  maintains  sat- 
isfactory scholastic  progress.  Students  must  apply  annually  for  each  Pell  Grant. 

Numerous  schools  participate  in  the  Pell  Grant  Program — 6,855  schools  in  the 
1991-92  award  year,  most  of  which  were  2-year  public  schools.  Participating  schools 
must  meet  certain  eligibility  criteria,  including  academic  accreditation  and  financial 
certification,  and  sign  an  agreement  with  the  Department  of  Education.  However, 
according  to  our  September  1991  report  (GAO/HRD-9 1-145),  the  Department's  GIG, 
and  a  federal  review  team,  the  Deoartment  has  failed  to  adequately  screen  or  re- 
view schools  for  participation  eligibility. 

In  our  September  1991  report,  we  identified  six  requirements  that  some  states 
were  using  in  varying  degrees  to  license  schools  that  could  be  applied  to  strengthen- 
ing the  Department's  eligibility  and  certification  process.  For  example,  some  states 
were  using  outcome  measures  such  as  student  withdrawal  rates  and  school  comple- 
tion rates.  Other  states  were  requiring  schools'  financial  statements  to  be  independ- 
ently audited,  rather  than  allow  schools  to  certify  their  own  statements  as  the  gov- 
ernment required. 

Some  of  these  requirements  were  included  in  the  Higher  Education  Amendments 
of  1992,  although  they  were  not  in  effect  when  the  Department  approved  the  schools 
that  were  included  in  the  investigation  discussed  in  this  testimony.  As  an  example, 
the  amendments  provide  that  an  institution  will  lose  its  eligibility  if  more  than  85 
percent  of  its  revenues  come  fi'om  federal  student  aid  sources,  such  as  Pell  Grants 
and  guaranteed  student  loans. 

Also,  provisions  in  the  1992  amendments  call  for  strengthenmg  relationships  be- 
tween the  Department,  the  states,  and  the  accrediting  organizations.  Part  H  of  the 
Higher  Education  Act,  among  other  things,  defines  a  minimum  set  of  review  stand- 
ards that  accrediting  organizations  must  follow.  The  Department  and  each  state  are 
to  enter  into  an  agreement  to  conduct  or  coordinate  the  review  of  institutions  in  the 
state  that  are,  or  want  to  be,  eligible  to  participate  in  federal  student  aid  programs. 
The  Department  is  to  reimburse  the  states  for  their  expenses  in  conducting  these 
reviews,  but  the  reimbursement  is  dependant  on  federal  funds  being  appropriated. 
We  believe  the  1992  amendments  are  a  good  start  for  strengthening  the  Depart- 
ment's approval  of  schools. 

PELL  GRANT  PARTICIPATION  BY  SCHOOLS 

Of  the  approximately  3.8  million  Pell  Grant  recipients  attending  the  6,855  partici- 
pating schools  in  the  1991-92  award  year,  almost  50  percent  attended  schools  offer- 
ing at  least  4  years  of  study.  About  15  percent  attended  schools  with  less  than  2 
years  of  instruction — mostly  proprietary  schools  offering  vocational  courses  of  study. 
Most  Pell  Grant  funds  went  to  students  attending  public  schools  (59  percent  in  fis- 
cal year  1990);  and  students  attending  proprietary  schools  received  22  percent  of 
Pell  Grant  funds. 

A  school's  requirements  to  participate  in  the  Pell  Grant  Program  include  the 
school's  accreditation  by  a  Department-recognized  accrediting  agency  and  certifi- 
cation by  the  Department  of  the  school's  administrative  and  financial  responsibility. 
Most  schools  that  offer  a  degree  or  certificate  program  of  at  least  1  year's  duration 
are  eligible.  These  include  private  and  public  2-  and  4-year  degree-granting  schools, 
proprietary  (for  profit)  schools  located  in  and  authorized  by  a  state,  and  postsecond- 
ary  vocational  institutions  that  have  provided  postsecondary  education  for  at  least 
2  years. 

DEPARTMENT  OF  EDUCATION'S  SCHOOL  APPROVAL  PROCESS 

One  of  the  first  lines  of  defense  in  dealing  with  problems  in  schools  participating 
in  the  Pell  Grant  Program,  or  any  student  aid  program,  is  to  have  strong 
"gatekeeping"  procedures — for  ensuring  that  only  schools  that  are  able  to  provide 
the  education  they  advertise  can  participate,  and  can  continue  to  participate,  in  the 
programs.  The  Higher  Education  Act,  as  amended,  specifies  that  for  schools  to  par- 
ticipate in  the  Pell  Grant  Program,  they  must  be  (1)  licensed  by  a  state  agencv,  (2) 
accredited  by  an  agency  recognized  by  the  Secretary  of  Education,  and  (3)  deter- 
mined eligible  and  certified  by  the  Department. 

The  Department  relies  heavily  on  the  work  of  state  licensing  and  private  accredit- 
ing agencies  in  determining  which  schools  can  participate  in  federal  student  aid  pro- 
grams. State  licensing  plays  a  broadly  defined  role  as  a  consumer  protection  tool 


"Title  rV  of  the  Higher  Education  Act,  as  amended,  provides  for  several  kinds  of  guaranteed 
loans,  including  Stafford  loans,  and  Perkins  loans,  which  are  low-interest  loans  made  by  schools 
with  most  funds  coming  from  the  government. 
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that  may  include  overseeing  the  content  of  schools'  advertising  and  maintenance  of 
student  records.  Accrediting  agencies — or  private  organizations  recognized  as  au- 
thorities on  curriculum  and  other  education  requirements — are  to  ensure  the  quality 
of  education  offered  by  the  schools.  The  Department's  eligibility  determination  in- 
cludes ensuring  that  schools  are  properly  licensed  and  accredited;  the  certification 
process  includes  evaluating  a  school's  financial  responsibility  and  administrative  ca- 
pabilities. ,  ^  ,  ,  , 
In  September  1991,  we  reported  (GAO/HRD-91-145)  that  the  Department  lacked 
adequate  controls  to  prevent  both  financially  weak  schools  and  schools  that  did  not 

Erovide  promised  training  from  participating  in  federal  student  aid  programs.  The 
lepartment's  procedures  for  approving  schools  failed  to  screen  schools  adequately, 
in  part,  because  of  weaknesses  in  its  procedures  for  determining  schools'  eligibility 
and  for  certifying  schools.  Its  OIG  and  a  ioint  Office  of  Management  and  Budget 
and  Department  of  Education  review  team  have  also  reported  problems  with  the  De- 
partment's gatekeeping  procedures  for  approving  schools. 

The  joint  review  team  reported  that  the  Department  was  unable  to  initiate  and 
conduct  school  eligibility  renewals  that  are  required  to  be  done  every  4  years.  In 
1990  alone,  the  Department  failed  to  conduct  about  3,500  required  eligibility  re- 
newal reviews,  and  in  many  cases  a  school's  eligibility  has  not  been  reviewed  for 
more  than  15  years.  The  review  team  attributed  this  failure  to  the  Department's 
limited  staff  resources. 


APPENDIX  III 


Beth  Rochel  Seminary— A  Case  Study 


According  to  its  own  representation  and  the  records  of  the  Department  of  Edu- 
cation, the  Beth  Rochel  Seminary  is  a  postsecondary  institution  located  at  145  Sad- 
dle River  Road,  Monsey,  New  York.  Our  investigation  determined  that  it  is  collo- 
cated with  the  Beth  Rochel  School  for  Girls,  an  elementary  and  secondary  school 
for  girls  in  grades  1  through  12.  The  yeshiva  obtained  Pell  Grant  funds  of 
$1,042,986  for  the  1990-91  school  year  and  $639,100  for  the  1991-92  school  year. 
In  the  10  years  between  1983  and  1992,  Beth  Rochel  obtained  $4,800,237  in  total 
Pell  Grant  funds  to  provide  a  mentoring  independent  study  course  of  instruction. 
According  to  the  Beth  Rochel  Seminary  School  Bulletin,  independent  study  is 
planned  and  organized  through  Learning  Contracts  which  allow  students  to  study 
at  convenient  times  and  places,  and  at  a  pace  suited  to  them,  because  students  have 
iobs  or  family  responsibilities  that  conflict  with  the  schedule  of  regular  campus- 

We  investigated  Beth  Rochel  Seminary  to  determine  if  it  had  intentionally  de- 
frauded the  U.S.  Department  of  Education  of  Pell  Grant  funds  and  had  made  false 
representations  to  the  Department  during  a  Pell  Grant  Program  review.  We  deter- 
mined that  the  yeshiva  had  (1)  used  ghost  students  and  submitted  false  Pell  Grant 
applications  and  other  documentation  for  them,  (2)  used  ineligible  high  school  stu- 
dents as  grant  recipients  and  used  false  high  school  diplomas  and  admissions  appli- 
cations to  support  their  eligibility,  and  (3)  submitted  false  eligibility  criteria  by  sub- 
mitting improper  financial  statements  to  the  Department  of  Education.  In  Septem- 
ber 1992,  because  of  the  yeshiva's  misconduct,  the  Department  permanently  termi- 
nated the  yeshiva  from  participating  in  Title  IV  programs.  That  termination  and  a 
fine  were  affirmed  by  an  Administrative  Law  Judge  in  October  1993. 

DEPARTMENT  OF  EDUCATION  CONCERNS 

Representatives  of  the  U.S.  Department  of  Education,  Office  of  Student  Financial 
Assistance  (OSFA),  provided  us  a  list  of  Pell  Grant  recipients  they  questioned  after 
their  1992  program  review  at  Beth  Rochel  Seminary.  They  believed  that  these  grant 
recipients  were  enrolled  in  high  school  when  they  obtained  Pell  Grants.  Obtaining 
Pell  Grants  while  enrolled  in  secondary  schools,  or  when  below  the  age  of  compul- 
sory student  attendance  under  state  law  where  the  postsecondary  school  is  located, 
is  prohibited,  s 

OSFA  program  reviewers  compared  high  school  busing  and  school  district  library 
records  from  a  local  school  district  with  the  Pell  Grant  disbursement  records  for  the 
Beth  Rochel  Seminary  for  the  1990-91  and  1991-92  award  years.  Through  this  com- 
parison, OSFA  identified  30  Pell  Grant  recipients  believed  to  be  ineligible  for  the 
Pell  Grants  obtained  in  their  names.  OSFA  identified  eight  of  these  recipients  as 
ineligible  because  they  were  not  above  the  age  of  compulsory  attendance  in  the  state 


^20  U.S.C.  §  1091(a);  34  C.F.R.  §§668.7(aX2),  668.8(aXlXiii)  (1992). 
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of  New  York.  Additionally,  the  seminary's  administrator,  submitted  to  OSFA  during 
the  program  review  what  appeared  to  OSFA  to  be  false  high  school  diplomas.  These 
diplomas  were  to  support  the  Administrator's  assertion  to  the  program  reviewers 
that  these  Pell  Grant  recipients  were  high  school  graduates  and  therefore  eligible. 
According  to  the  Department  of  Education,  these  diplomas  had  been  signed  by  var- 
ious school  administrators,  including  the  seminary's. 

FALSE  REPRESENTATIONS 

Use  of  Ghost  Students 

We  determined  that  Beth  Rochel  Seminary  used  at  least  9  ghost  students  to  ob- 
tain Pell  Grants.  Nine  of  the  18  seminary  students  we  interviewed  told  us  they  had 
never  applied,  enrolled  or  attended  Beth  Rochel  Seminary.  However,  the  Seminary 
obtained  Pell  Grants  in  their  names  and  maintained  student  files  that  contained 
false  transcripts  and  financial  aid  documents. 

Five  of  these  were  also  reported  to  have  received  Pell  Grants  for  attendance  at 
3  or  more  yeshivas.  These  five  told  us  that  they  had  never  attended  Beth  Rochel 
Seminary.  We  submitted  student  files  from  the  seminary  for  two  of  the  5  students 
for  analysis  by  the  Forensic  Services  Division  laboratory  of  the  U.S.  Secret  Service. 
The  laborator>'  concluded  that  these  two  grant  recipients  did  not  sign  10  of  the  12 
documents  found  in  the  files.  In  addition,  none  of  the  applications  for  admission  to 
the  seminary  for  the  five  students  reflected  attendance  at  other  yeshivas. 

Our  review  of  cancelled  checks  subpoenaed  fi-om  the  seminary's  bank  accounts  re- 
vealed checks  issued  in  the  names  of  many  Pell  Grant  recipients  for  the  1990-91 
and  1991-92  school  years.  Those  checks  were  drawn  on  the  Beth  Rochel  School  for 
Girls  (high  school)  account.  We  interviewed  four  of  these  Pell  Grant  recipients. 
These  four  stated  that  they  had  never  attended  Beth  Rochel  Seminary.  When  shown 
the  checks,  three  of  the  four  stated  that  they  had  never  seen  or  received  them  and 
that  the  endorsements  on  the  backs  were  not  their  signatures;  the  fourth  stated  that 
she  had  never  been  paid  to  attend  a  postsecondary  school. 

Use  of  Ineligible  High  School  Students  to  Obtain  Pell  Grants 

Beth  Rochel  Seminary  made  false  statements  to  the  Department  of  Education  by 
enrolling  at  least  nine  high  school  students  to  obtain  Pell  Grants.  The  yeshiva  also 
provided  false  documents  such  as  false  diplomas  and,  admissions  applications  con- 
cerning these  high  school  students  to  OSFA  during  its  recent  Pell  Grant  Program 
review  to  support  the  students'  and  the  yeshiva's  eligibility  for  Pell. 

We  accompanied  representatives  of  the  Department  of  Agriculture,  Food  and  Nu- 
trition Service,  on  a  school  lunch  program  review  of  Beth  Rochel  School  for  Girls — 
an  elementary,  junior  high,  and  high  school — located  at  the  same  address  as  Beth 
Rochel  Seminary.  We  were  met  by  an  individual  who  identified  himself  to  us  both 
as  the  principal  and  administrator  of  the  high  school.  Using  OSFA's  list  of  Pell 
Grant  recipients  who  received  fi"ee  high  school  busing,  we  identified  five  whom,  the 
Administrator  had  represented  as  being  in  high  school  during  the  same  period,  to 
obtain  free  school  lunches/milk  for  them,  paid  for  by  the  U.S.  Department  of  Agri- 
culture. The  Administrator's  signature  as  reviewing  official  appears  on  all  the  firee 
school  lunch/milk  applications.  The  five  Pell  Grant  recipients  were  all  students  in 
the  tenth  or  eleventh  grades  at  Beth  Rochel  School  for  Girls  in  the  1990-91  and 
1991-92  school  years  when  Pell  Grants  were  disbursed  in  their  names  to  Beth 
Rochel  Seminary. 

We  also  reviewed  welfare  case  files  of  the  New  York  State,  Department  of  Social 
Services,  Rockland  County  Office,  concerning  families  of  five  purported  Seminary 
students.  Four  of  the  five  case  files  contained  either  letters  on  the  Beth  Rochel 
School  for  Girls  letterhead  or  School-Age  Children  verification  forms  submitted  to 
the  Rockland  County  Department  of  Social  Services.  These  documents — used  to  help 
recertify  the  families'  eligibility  for  welfare,  food  stamps,  Medicaid,  and  other  social 
services — asserted  that  the  four  Pell  Grant  recipients  were  enrolled  as  full-time  high 
school  students  at  Beth  Rochel  School  for  Girls.  The  seminary's  administrator,  as 
high  school  administrator,  had  signed  and  certified  most  of  these  documents.  The 
four  recipients  were  also  students  in  the  eleventh  or  twelfth  grade  when  they  re- 
ceived Pell  Grants. 

We  interviewed  the  mother  of  yet  another  Pell  Grant  recipient  who  stated  that 
her  daughter  was  still  in  high  school  during  the  time  period  when  a  Pell  Grant  was 
issued  in  the  daughter's  name.  According  to  the  mother,  the  daughter  did  not  enroll 
in  a  postsecondarv  program  until  the  1992-93  school  vear.  However,  the  seminary 
obtained  a  grant  for  the  daughter  in  the  1991-92  school  year. 

False  High  School  Diplomas  and  Admissions  Applications 
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At  least  three  of  seven  high  school  diplomas  that  the  Administrator  submitted  to 
OSFA  during  a  Pell  Grant  Program  review  are  false.  The  diplomas  were  issued  in 
the  names  of  three  students  who  had  not  yet  graduated  from  high  school  when  the 
seminary  represented  that  they  had  graduated  and  obtained  Pell  Grants  in  their 
names.  While  the  diplomas  themselves  were  not  dated,  two  were  attached  to  adniis- 
sions  applications  for  Beth  Rochel  Seminary  that  contained  the  Beth  Rochel  High 
School  graduation  dates.  We  also  found  four  false  admissions  applications  for  high 
school  students,  in  the  files  of  the  Seminairy  for  which  no  diploma  copies  were  at- 
tached. 

We  reviewed  three  additional  false  admissions  applications  (separate  from  above) 
that  listed  false  graduation  dates  and/or  high  schools  attended.  For  example,  one 
Pell  Grant  recipient  we  interviewed  who  disclaimed  attending  the  seminary  pro- 
vided a  sworn  statement  that  she  had  attended  United  Talmudic  Academy  high 
school  in  New  York.  However,  the  admissions  application  for  the  seminary  listed 
Beth  Jacob,  located  in  Israel,  as  the  high  school  of  attendance.  Additionally,  based 
on  her  mother's  statement  to  us,  the  admissions  application  for  another  recipient 
of  the  seminary  was  false.  It  cited  her  daughter  as  enrolled  in  a  different  high 
school  than  the  one  she  had  listed  and  included  a  false  graduation  date. 

During  a  termination  hearing  held  by  the  Department  in  July  1993,  seminary  ofR- 
cials  claimed  that  the  diplomas  presented  to  the  Department  of  Education  were  for 
a  4-year  Hebrew  high  school  program  consisting  exclusively  of  religious  study  for 
students  between  12  and  16  years  old.  Thev  further  claimed  that  the  ultra  orthodox 
Jewish  community  considers  this  course  of  instruction  to  be  the  completion  of  high 
school;  thus  they  claimed  that  the  diplomas  presented  to  the  Department  of  Edu- 
cation were  not  false.  However,  under  New  York  State  law  the  diplomas  are  invalid 
and  have  no  legal  status  as  evidence  of  graduation  from  secondary  school.  The  law 
requires  that  non-public  secondary  schools  provide  a  course  of  instruction  deter- 
mined to  be  equivalent  to  that  provided  by  public  schools.  A  course  of  instruction 
that  is  strictly  religious  would  not  fit  New  York's  definition  of  a  secondary  school 
education  and  therefore  does  not  meet  federal  regulations  governing  secondary 
schools. '' 

Use  of  Mail  Drops  on  Pell  Grant  Applications 

Beth  Rochel  Seminary  also  used  mail  drops — or  locations  other  than  permanent 
mailing  addresses — on  Pell  Grant  applications.  Federal  regulations  mandate  that  a 
student's  home  address  (residence)  be  listed  on  application  for  student  aid.  However, 
the  Administrator's  home  address  was  cited  on  17  Pell  Grant  applications  as  the 
permanent  mailing  address  of  the  applicants.  The  applications  were  for  Pell  Grant 
recipients  at  Beth  Rochel  Seminary  and  Beth  Medrash  Eeyon  Hatalmud  (located 
one  block  from  the  seminary),  both  of  which  we  included  in  our  investigation.  The 
seminary  obtained  6  Pell  Grants  through  this  address.  Further,  the  grant  applica- 
tions of  7  additional  Beth  Rochel  Seminary  students,  as  well  as  18  other  Pell  Grant 
recipients  at  7  other  yeshivas,  cited  B'nos  Jerusalem  Seminary,  another  of  the  yeshi- 
vas  that  we  investigated,  as  their  permanent  mailing  address. 

Insupportable  Eligibility  Criterion 

Financial  Statements  Submitted  to  the  Department  of  Education 

Postsecondary  institutions  must  meet  certain  eligibility  criteria,  including  finan- 
cial certification,  to  obtain  and  continue  eligibility  in  the  Pell  Grant  Program.  The 
Department  of  Education's  financial  certification  process  includes  evaluation  of  a 
school's  financial  responsibility  on  the  basis  of  a  profit  and  loss  statement  and  bal- 
ance sheet,  which  the  Secretary  may  require  to  be  audited,  or  a  financial  audit  re- 
port. 7  In  1984  and  1987,  Beth  Rochel  Seminary  submitted  unaudited  financial  state- 
ments for  the  Beth  Rochel  School  for  Girls  to  continue  the  seminary's  eligibility  to 
process  and  award  Pell  Grants.  The  Administrator  certified  these  two  statements. 
The  Department  accepted  these  statements  and,  on  their  basis,  certified  the  semi- 
nary as  financially  responsible  to  continue  in  the  program. 

Through  our  review  of  the  institutions'  financial  statements  for  1984,  1987  and 
1988,  the  accountants  workpapers  and  statements  to  us,  and  available  records  of  the 
Beth  Rochel  School  for  Girls,  we  determined  that  the  financial  statements  submitted 
to  the  Department  did  not  disclose  that  the  seminary  (1)  shared  some  facilities  and 
personnel  with  the  girls  school,  (2)  maintained  no  accounting  records  separate  from 
the  girls  school,  and  (3)  commingled  its  funds  in  the  bank  accounts  of  the  girls 
school.  The  seminary  also  both  did  not  explain  a  significant  difference  in  the  finan- 


«20  U.S.C.  §  1141(d),  20  U.S.C.  §2891(21),  New  York  State  Elementary  and  Secondary  Edu- 
cation School  Program  Regulations  §§  100.2(c),  100.5(a)(2). 
734  C.F.R.  § 668. 13(aXl)-(2X  1992). 
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cial  conditions  illustrated  in  the  1987  and  1988  statements  submitted  to  the  Depart- 
ment (see  table  III.l)  and  claimed  as  expenses  a  questionable  cost  normally  not  as- 
sociated with  an  independent  study  mentoring  program.  Despite  these  conditions 
and  a  1988  financial  statement  that  reported  both  a  negative  cash  position  and  an 
over  $80,000  liability  to  the  Department  itself,  the  Department  determined  the  sem- 
inary to  be  financially  responsible  and  continued  its  eligibility  for  the  Pell  Grant 
Program. 

TABLE  III.l;  COMPARISON  OF  SOME  LINE  ITEMS  FROM  1987  GIRLS  HIGH  SCHOOL 
STATEMENT  AND  1988  SEMINARY  STATEMENT 


Total  assets  

Fixed  assets 

Revenue  (tuition)  

Expenses/Expenditures 


1987,  girls 
school 


$   696.482 

479,825 

1,174,173 

1 ,580,758 


1988, 
seminary 


$351,072 

0 

676,800 

617,973 


The  accountant  who  audited  the  1988  statement  rendered  a  qualified  opinion  be- 
cau3,e  he  was  unable  to  satisfy  himself  as  to  the  amount  listed  "Due  From  Beth 
Rochel  of  Monsey  Inc.,"  and  thus  could  not  express  an  opinion  on  the  Statement  of 
Change  in  Financial  Position.  Nevertheless,  the  Department  did  not  sufficiently 
question  the  changes  and  concluded  that  the  seminary  was  in  "healthy  condition" 
and  eligible  to  participate  without  condition.  It  approved  the  eligibility  despite  that 
the  seminary  had  a  negative  cash  balance  of  $40,657  and  still  owed  a  $80,256  liabil- 
ity to  the  Department  for  prior  misconduct.  Subsequent  to  the  approval,  the  semi- 
nary obtained  approximately  $2.8  million  in  Pell  funds  before  it  was  terminated 
fir-om  the  program  in  1992. 

Submission  of  Insupportable  Financial  Statement  as  Eligibility  Criterion 

According  to  the  accountant,  all  the  Pell  funds  received  by  the  seminary  were 
transferred  to  the  girls  school  operating  account  and  disbursed  from  there.  We  re- 
viewed the  Seminary's  and  girls  school  s  bank  records  and  verified  the  transfer  of 
Pell  funds  to  the  girls  school  account.  A  full  disclosure  would  have  revealed  both 
that  all  the  seminary's  funds  were  commingled  with  those  of  the  girls  school  and 
that  the  seminary  retained  no  separate  books  and  accounting  records. 

The  1988  statement  reported  that  the  seminary  had  paid  over  $115,000  for  its 
rent,  utilities,  and  maintenance.  The  statement  did  not  disclose  that  the  building 
in  which  the  seminary  was  purportedly  housed  is  owned  by  the  Administrator  of  the 
girls  school  and  the  seminary.  According  to  the  accountant,  the  seminary  paid  no 
actual  rent;  rather  this  was  an  allocation  of  the  seminary's  share  of  the  rent.  How- 
ever, the  allocation  was  based  on  a  questionable  representation  made  by  the  semi- 
nary concerning  the  amount  of  square  footage  that  was  used  solely  by  the  seminary 
in  the  high  school  building.  The  seminary  represented  that  a  5,000  square-foot  audi- 
torium located  within  the  high  school  was  to  be  used  "exclusively"  by  the  serninary, 
an  independent  study  program.  The  accountant  stated  that  when  he  was  given  a 
tour  of  the  facility,  he  questioned  how  an  auditorium  located  within  an  elementary 
and  high  school  would  not  be  used  by  the  elementary  and  high  school  students.  He 
stated  that  he  told  the  Administrator  to  provide  him  a  statement  in  writing  that 
the  auditorium  was  used  exclusively  by  the  seminary.  During  the  Department  of 
Education  program  review.  Department  personnel  were  also  given  a  tour  of  the  sem- 
inary-used space  within  the  high  school,  which  did  not  include  an  auditorium. 

We  also  have  concerns  about  the  legitimacy  of  other  major  expenses  represented 
to  the  accountant  and  reported  on  the  statement.  One  large  expenditure  reported 
on  the  statement  is  $87,400  for  "Scholarships  and  Stipends."  However,  our  inter- 
views with  four  purported  students  disclosed  that  they  never  received  the  $500  sti- 
pend checks  issued  in  their  names,  and  never  attended  the  Beth  Rochel  Seminary. 
The  Seminary  also  paid  in  1988  $75,000  to  B'nai  Arugath  Habosem,  another  yeshiva 
we  investigated,  for  "program  and  curriculum  development"  of  the  seminary's  aca- 
demic program.  The  Department  of  Education  fined  B  nai  Arugath  Habosem  $87,000 
in  1993  for  also  using  high  school  students  to  obtain  Pell  Grants. 

We  asked  the  accountant  why  he  failed  to  fully  disclose  the  questioned  items.  On 
two  occasions  he  stated  to  us  that  he  had  telephoned  the  Department  official  who 
had  requested  the  audit;  informed  him  of  the  problems  at  the  seminary;  and  as  a 
result,  intended  to  render  a  qualified  opinion.  According  to  the  accountant,  the  offi- 
cial told  him  "just  send  them  in."  When  we  asked  the  Department  official  if  such 
a  conversation  had  taken  place,  he  stated  that  he  did  not  recall  ever  speaking  to 
this  accountant. 
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HISTORY  OF  TITLE  IV  PARTICIPATION  WITH  DEPARTMENT  OF  EDUCATION 

Beth  Rochel  Seminary  has  had  a  14-year  history  (1979-92)  of  difficulties  in  ob- 
taining and  maintaining  its  eUgibiUty  to  participate  in  Title  IV  programs.  The  semi- 
nary has  been  certified  seven  times;  and  excluded  (including  its  final  termination) 
four  times,  all  for  noncompliance  and  false  representations. 

TABLE  III.2:  BETH  ROCHEL  TITLE  IV  CERTIFICATION  OCCURRENCES 


Found  eligible 

Eligibility 

withheld/ 

denied 

Reinstated 

Recertify 

Date  

Oct.  1979 

Dec.  1979 

Nov.  1980 

Date  

Dec.  1981 

Sept.  1983 

Date  

Oct.  1979 

Dec.  1979 

Nov.  1980 

Date  

Jan.  1984 

Nov.  1984 

Date  

Dec.  1986 

Date  

Jan.  1989 

Date  

Nov.  1991 

Terminated                                  

Sept.  1992 

Beth  Rochel  Seminary,  a  division  of  the  Congregation  Beth  Rochel,  began  offering 
postsecondary  education  in  1973.  In  October  1979  the  Department  of  Education 
found  the  seminary  eligible  to  participate  in  Title  IV  student  assistance  programs, 
including  Pell  Grants,  using  the  3IC  method «  of  eligibility.  However,  in  December 
1979,  the  Department  withdrew  the  seminary's  eligibility  because  the  seminary 
never  actually  met  the  SIC  standards. 

Between  the  seminary's  reinstatements  in  November  1980  and  November  1984, 
the  Department  withdrew  its  eligibility  twice:  first  for  never  meeting  the  SIC  stand- 
ards and  later  for  discrepancies  found  in  its  SIC  documentation.  The  Department 
had  also  required  it  to  repay  $52,268  for  the  seminary's  previous  SIC  violations.  The 
Department  recertified  the  Seminary  in  November  1984  even  though  the  Seminary 
failed  to  pay  the  liability.  Although  recertifying  the  seminary  three  times  between 
1986  and  1991,  the  Department  terminated  its  participation  in  Title  IV  funding  in 
1992. 

TERMINATION  BY  DEPARTMENT  OF  EDUCATION 

On  September  2S,  1992,  the  Department  terminated  the  school  from  participation 
in  any  Title  IV  Higher  Education  Act  programs  for  falsely  obtaining  Pell  Grants  for 
ineligible  high  school  students,  maintaining  false  student  records,  failing  to  meet  fi- 
duciary standards  (failure  to  pay  a  previous  Department  fine),  and  other  program 
noncompliance.  The  Department  also  fined  the  yeshiva  $270,000  as  a  result  of  this 
conduct.  The  yeshiva  appealed  the  termination  and  fine  to  a  Department  Adminis- 
trative Law  Judge  who  affirmed  the  Department's  termination,  but  redetermined 
the  fine  at  $74,000. 


PREPARED  STATEMENT  OF  JAMES  B.  THOMAS,  JR. 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

Thank  you  for  inviting  me  to  share  with  you  the  perspective  of  the  Office  of  In- 
spector General  on  fraud  and  abuse  in  the  Federal  Pell  Grant  program. 

As  you  well  know,  a  great  deal  of  attention  and  concern  has  been  devoted  to  the 
abuses  in  the  Federal  Family  Education  Loan  program  because  of  the  price  tag  for 
defaulted  loans,  which  has  reached  as  high  as  $S  billion  annually,  and  the  victimiza- 
tion of  students  by  unscrupulous  school  owners,  which  has  left  many  students  liable 
for  federally  insured  loans  they  cannot  repay.  Many  of  the  same  abuses  that  this 
Subcommittee  highlighted  in  its  1991  report  on  the  loan  programs — poor  or  inad- 
equate gatekeeping  practices,  financial  controls,  data  systems,  and  oversight  of  par- 
ticipating schools — also  plague  the  Federal  Pell  Grant  program. 

However,  the  same  level  of  attention,  up  until  now,  has  not  been  directed  to  the 
Federal  Pell  Grant  program.  Why?  Because  Pell  is  the  "silent  program."  There  is 
no  visible  or  vocal  victim  to  cry  out  as  in  the  loan  programs;  an  obvious  victim — 
the  Federal  taxpayer — does  not  know  when  these  grant  funds  have  been  wasted  on 
poor-quality  training  or  ineligible  programs,  or  simply  stolen  outright  by  school  ad- 


*  3IC  was  a  method  of  obtaining  eligibility  for  unaccredited  institutions  by  demonstrating  to 
the  Department  of  Education  that  3  accredited  institutions  would  accept  the  unaccredited  insti- 
tution's credits  on  transfer. 
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ministrators  or  owners  who  make  unsupported  cash  draws  from  their  Federal  Pell 
accounts  or  fail  to  make  refunds  in  order  to  supplement  their  cash  flow.  Also,  there 
has  been  no  "red  flag"  indicator  of  abuse  equivalent  to  the  default  rates  used  to 
screen  out  schools  from  the  loan  programs. 

There  is  a  need  for  scrutiny  of  fraud  and  abuse  in  the  Federal  Pell  Grant  pro- 
gram, and  I  commend  this  Subcommittee  for  looking  at  this  program  at  a  time  when 
the  Department  of  Education  is  developing  a  new  direct  lending  program  and  has 
been  looking  to  the  Federal  Pell  Grant  program  as  a  model  for  the  ofelivery  under 
that  program.  The  cost  of  the  Pell  program  to  Federal  taxpayers  is  enormous  and 
growing.  It  was  estimated  that  in  1991,  $5.3  billion  was  awarded  to  approximately 
3.7  million  recipients,  while  in  1993,  $6.2  billion  was  awarded  to  4.1  million  recipi- 
ents— an  increase  of  approximately  17%  in  funding  and  11%  in  recipients  in  only 
a  two-year  period. 

The  Federal  Pell  Grant  program  is,  by  its  very  design,  vulnerable  to  fraud  and 
abuse.  A  United  States  Attorney  recently  commented  on  the  administration  of  the 
program  while  explaining  why  he  had  declined  to  prosecute  a  proprietary  school 
owner  for  false  statements  uncovered  in  one  of  our  investigations.  He  noted  that 
".  .  .  the  manner  in  which  the  funding  of  the  Pell  Grant  program  is  administered 
by  the  Department  of  Education  would  impress  most  jurors  as  a  program  designed 
to  be  abused."  Another  Federal  prosecutor  noted  that  a  proprietary  trade  school's 
owner  who  was  prosecuted  for  embezzling  Pell  funds  and  failing  to  make  refunds 
of  Title  IV  grant  and  loan  funds  "operated  the  school  as  his  own  personal  bank." 
The  areas  I  would  like  to  discuss  regarding  the  Federal  Pell  Grant  program  are: 
— the  status  of  improvements  to  the  gatekeeping  process  since  the  1990  hear- 
ings; 
— opportunities  to  improve  controls  over  grant  authorizations  and  payments  to 

schools; 
— opportunities  to  improve  the  oversight  of  the  Department's  contracts  for  ad- 
ministration of  the  Key  aspects  of  the  Pell  system;  and 
— opportunities  to  improve  the  Depairtment's  oversight  of  institutions  of  higher 
education  responsible  for  the  day-to-day  administration  of  the  Pell  Grant  pro- 
gram. 
Also,  an  additional  characteristic  of  the  Federal  Pell  Grant  program  that  fosters 
fraud  and  abuse  is  that  there  are  no  clear  outcome  performance  measures  for  the 

Erogram.  The  stated  purpose  of  the  program  is  to  provide  a  basic  grant  that,  in  com- 
ination  with  reasonable  family  and  student  contribution  and  supplemented  by 
other  Federal  student  financial  assistance,  will  meet  at  least  75  percent  of  a  stu- 
dent's cost  of  attendance  at  the  student's  chosen  institution  of  higher  education. 
There  is  no  limit  on  the  total  amount  of  funding  a  student  can  receive  or  the  num- 
ber ofvears  a  student  can  receive  Pell  -Grants,  or  a  clear  understanding  of  outcomes 
for  different  types  of  education. 

We  recently  issued  a  Management  Improvement  Report  that  recommended  that 
funding  for  vocational  training  be  rethought  with  an  emphasis  on  investing  limited 
Federal  education  funds  on  what  works  oest  in  terms  of  helping  the  recipients  of 
the  training  get  jobs.  We  suggested  that  labor  market  needs  of  employers  and  the 
success  rates  of  schools  in  placing  graduates  be  considered  in  studying  different 
funding  approaches  for  students  enrolled  in  vocational  training  programs.  However, 
we  need  to  take  this  idea  further,  and  make  some  hard  decisions  as  to  what  out- 
comes we  as  a  Nation  should  be  demanding  from  all  participants — institutions,  stu- 
dents and  others — for  the  investment  of  our  scarce  resources. 

Background 

Before  I  address  in  detail  our  particular  areas  of  concern  with  respect  to  the  Fed- 
eral Pell  Grant  pro-am,  allow  me  to  share  with  you  some  general  thoughts  about 
fraud  and  abuse  in  it  and  other  student  financial  assistance  (SFA)  programs.  As  you 
know,  the  Department  has  experienced  a  $1.2  billion  dollar  shortfall  in  the  Pell 
Grant  program.  I  believe  this  shortfall  can  be  attributed,  in  part,  to  a  serious  and 
widespread  abuse  by  short-term  proprietary  trade  schools  who  artificially  increase 
their  course  length  by  taking  advantage  of  the  lax  rules  on  conversion  from  clock 
hours  to  quarter  and  semester  credit  hours.  This  abuse  allowed  many  such  schools 
to  gain  eligibility  for  the  Pell  Grant  program,  despite  the  fact  that  their  educational 
programs  were  in  reality  significantly  shorter  than  the  required  six  months  in 
course  length,  or  to  inflate  the  Pell  Grant  funds  they  received.  This  was  done  by 
a  mere  paper  change  in  course  length,  rubber-stamped  by  an  accrediting  body,  when 
in  reality  absolutely  no  new  course  material  or  additional  training  was  added. 

This  abuse  has  only  recently  been  corrected  by  new,  very  specific  clock-to-credit- 
hour  conversion  regulations.  'The  Department  certainly  deserves  credit  for  develop- 
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ing  and  implementing  these  new  regulations.  However,  we  cannot  lose  sight  of  the 
fact  that  while  the  matter  was  left  so  long  uncorrected,  millions  of  dollars  were 
wasted  in  the  Pell  Grant  program,  with  the  Federal  taxpayer  the  loser. 

I  cite  this  example  of  abuse  because  I  believe  it  illustrates  two  basic  principles 
that  I  want  to  stress  in  this  testimony.  First,  by  and  large,  we  know  what  the  major 
problems  are  in  the  Federal  student  assistance  programs.  The  challenge  we  face  is 
to  implement  effective  corrections,  rather  than  allowing  entities,  which  are  not  the 
intended  beneficiaries  of  these  programs,  to  continue  to  manipulate  the  process  for 
their  own  monetary  gain  without  being  held  accountable  for  measurable  outcomes. 
We  must  keep  our  focus  on  the  students,  who  are  the  intended  program  bene- 
ficiaries, and  tne  Federal  taxpayers. 

Second,  it  may  be  inviting  to  think  that,  in  the  context  of  reinventing  government 
or  otherwise,  we  can  do  away  with  prescriptive  regulations.  However,  we  must  be 
cautious  when  applying  this  approach  in  an  area  or  to  an  industry  where  there  is 
an  identified  pattern  of  abuse.  While  addressing  the  very  real  need  to  reinvent  the 
way  we  are  doing  business,  it  is  critical  to  focus  on  the  safeguards  needed  to  prevent 
abuse  of  taxpayer  funds  and  students.  The  clock-credit  hour  conversion  issue  dem- 
onstrates that  the  easy  availability  of  huge  sums  of  Federal  SFA  funds  provides  mo- 
tivation for  some  unscrupulous  program  participants  to  look  for  gaps  in  the  existing 
laws  and  regulations  in  order  to  enhance  their  own  financial  interest  rather  than 
that  of  the  students  or  the  public.  In  rendering  their  decisions,  courts  will  require 
that  regulatory  or  legislative  requirements  are  clear,  and  we  must  ensure  that  such 
requirements  exist  to  protect  taxpayers  and  the  intended  beneficiaries  of  the  SFA 
programs. 
As  one  Department  Administrative  Law  Judge  noted: 

".  .  .  The  programs  of  student  financial  assistance  are  created  to  assist 
needy  students.  .  .  .  Their  purpose  is  not  to  create  in  the  government  the 
role  of  a  silent  partner  in  the  operations  of  the  schools.  When  federal  funds 
are  placed  in  the  hands  of  the  institution  it  is  to  facilitate  the  delivery  of 
those  funds  to  eligible  students.  It  is  in  no  way  intended  that  the  school 
be  a  beneficiary  to  this  relationship  and  if  in  fact  .  .  .  the  schools  depend 
upon  financial  assistance  for  students  in  order  to  meet  their  stated  objec- 
tives and  perform  their  services,  this  is  only  an  incidental  benefit  not  to  be 
confused  with  the  intended  purposes  and  objectives  of  the  programs." 

I  believe  that  our  focus  on  the  front-end  gatekeeping  processes  in  recent  years, 
and  our  continual  review  of  the  Department's  progress  in  those  areas,  can  have  the 
most  effect  in  keeping  the  potentially  abusive  schools  out  of  the  programs.  Because 
access  to  the  Federal  Pell  Grant  program  is  determined  by  the  same  gatekeeping 
processes  as  the  loan  programs,  I  have  been  asked  by  this  Subcommittee  to  testify 
on  our  assessment  of  the  Department's  progress  in  implementing  corrective  actions 
since  the  1990  hearings. 

Gatekeeping 

As  I  testified  before  this  Subcommittee  in  February  1990  during  its  investigation 
into  abuses  in  the  Guaranteed  Student  Loan  program  (now  the  Federal  Family  Edu- 
cation Loan  program),  my  office  embarked  on  a  major  effort  beginning  in  1988  to 
assess  and  evaluate  the  causes  of  fraud  and  abuse  in  the  SFA  programs,  and,  where 
necessary,  recommend  legislative,  regulatory  or  management  improvements  aimed 
at  eliminating  these  abuses. 

We  began  with  the  gatekeeping  function  because  gatekeeping  is  the  statutorily 
mandated  process  used  by  the  Department  to  determine  which  schools  are  allowed 
to  participate  in  both  the  SFA  grant  and  loan  programs.  This  determination  is  based 
on  whether  schools  meet  accreditation,  licensure  and  certification  standards.  This 
screening  of  initial  applicants  is  crucial  to  the  Department's  administration  of  the 
SFA  programs,  because  schools  that  make  it  through  the  screening  process  then 
have  annual  access  to  billions  of  dollars  in  Federal  grants  and  loans.  It  is  also  dif- 
ficult and  resource-intensive  for  the  Department  to  terminate  a  school  once  it  has 
begun  participating  in  the  SFA  programs.  Therefore,  if  problem  schools  can  be  pre- 
vented from  beginning  participation  in  the  programs,  significant  program  fraud  and 
abuse  can  be  avoided. 

THE  TRIAD 

Although  gatekeeping  is  ultimately  the  Department's  responsibility,  its  effective- 
ness depends  upon  the  performance  of  a  triad  of  players,  consisting  of  both  govern- 
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mental  and  nongovernmental  entities.  These  entities  are  the  State  licensing  agen- 
cies, private  nonprofit  accrediting  agencies,  and  the  Department's  Office  of  Post- 
secondary  Education. 
The  key  roles  of  each  of  these  entities  are  as  follows. 

•  State  licensing  agencies  grant  legal  authorization  for  schools  to  provide  post- 
secondary  education  in  their  State. 

•  Accrediting  agencies  are  recognized  by  the  Secretary  of  Education  to  evaluate 
the  quality  of  education  and  training  provided  by  the  schools,  and  to  certify  that 
educational  programs  offered  by  a  school  meet  established  standards. 

•  The  Department's  role  is  to: 

— Evaluate  the  policies  of  the  accrediting  agencies  to  determine  if  they  should 
be  recognized  by  the  Secretary  as  reliable  authorities  on  the  quality  of  edu- 
cation; 

— Determine  that  schools  meet  the  statutory  eligibility  requirements  for  SFA 
participation,  including  State  licensure,  accreditation  status,  and  minimum 
course  length  requirements;  and 

^Dertify  that  the  schools  have  the  financial  resources  to  provide  the  edu- 
cation services  offered  and  the  administrative  capabilities  to  manage  the  SFA 
programs. 

PRIOR  AUDIT  REPORTS 

During  1989  and  1991,  we  issued  audit  reports  on  the  three  segments  of  the 
gatekeeping  triad:  1)  accreditation,  2)  eligibility,  and  3)  certification.  Based  on  the 
collective  deficiencies  noted,  we  concluded  that  the  Department's  gatekeeping  proc- 
ess was  ineffective  in  preventing  problem  schools  from  participating  in  the  SFA  pro- 
grams. 

The  key  deficiencies  identified  in  each  of  our  audits  were  as  follows. 

Accreditation 

Schools  must  be  accredited  to  be  eligible  to  apply  for  participation  in  the  SFA  pro- 
grams. Therefore,  the  Department's  responsibility  is  to  assure  that  it  recognizes 
only  truly  reliable  accrediting  agencies.  Our  audit  report  issued  in  February  1991 
concluded  that  the  Department's  accrediting  agency  recognition  process  did  not  in- 
clude adequate  research  and  analysis  to  assure  that  only  reliable  agencies  were  rec- 
ognized by  the  Secretary.  Overall,  we  found  that  the  Department  did  not  hold  ac- 
crediting agencies  accountable  when  they  accredited  schools  that  had  high  default 
rates  or  that  abused  the  SFA  programs,  especially  those  that  accredited  a  large 
number  of  deficient  occupational,  vocational,  trade  and  technical  schools. 

Eligibility 

Although  eligibility  determinations  are  a  function  of  the  Department,  our  audit 
report  on  the  institutional  eligibility  process,  issued  in  March  1991,  determined  that 
the  process  relied  primarily  on  the  varying  standards  of  the  accrediting  agencies 
and  State  licensing  agencies.  A  school  that  met  its  State  licensure  requirements  and 
was  able  to  find  an  agency  that  would  provide  it  accreditation,  was  virtually  assured 
eligibility  to  apply  for  the  SFA  programs.  Thus,  standards  for  eligibility  were  actu- 
ally being  determined  by  entities  outside  the  Department. 

Because  of  this  overreliance  on  various  State  and  accrediting  agency  standards, 
we  concluded  that  there  were  no  consistent  standards  of  quality  that  schools  must 
meet  to  be  statutorily  eligible  to  apply  for  participation  in  the  SFA  programs.  We 
also  concluded  that,  because  of  control  weaknesses  at  the  Department,  some  schools 
that  did  not  have  State  and  accrediting  agency  certifications  were  incorrectly  deter- 
mined eligible  and  began  participation  in  the  SFA  programs. 

Certification 

Certification  is  the  last  step  a  school  must  complete  before  it  can  begin  participa- 
tion in  the  SFA  programs,  and  it  does  not  rely  on  the  other  entities  in  the  triad. 
Therefore,  from  the  Department's  perspective,  certification  is  arguably  the  most 
vital  component  of  gatekeeping.  Certification  is  a  two-step  process,  including  analy- 
ses of  a  school's  financial  responsibilities  as  well  as  its  administrative  capabilities. 
We  issued  separate  audit  reports  on  each  step  of  the  process.  Together  these  audits 
concluded  that  the  Department's  certification  process  did  not  screen  out  problem 
schools  and,  therefore,  was  not  adequate  to  protect  students  or  the  interests  of  the 
taxpayers. 

TTie  financial  analysis  process  certified  schools  that  failed  the  financial  tests  by 
requiring  minimal  sureties  that  were  inadequate  to  provide  any  protection  in  the 
event  of  school  closure.  We  also  determined  that  the  minimal  sureties  were  not  al- 
ways collected  when  schools  abruptly  closed  without  providing  all  instructional  serv- 
ices to  the  students. 
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The  administrative  certification  process  certified  schools  with  extremely  high 
withdrawal  rates  and  inadequate  satisfactory  progress  standards.  These  factors 
were  often  contributors  to  eventual  high  default  rates. 

Follow-up  Reviews 

Because  of  the  Department's  recognition  of  the  importance  of  progress  in  this 
area,  we  initiated  follow-up  reviews  of  the  gatekeeping  process  to  determine  the  De- 

fiartment's  progress  in  implementing  corrective  actions  as  recommended  by  my  of- 
ice.  Many  of  our  recommendations  and  those  of  this  Subcommittee  requiring  legis- 
lative changes  were  subsequently  provided  for  in  the  1992  reauthorization  of  the 
Higher  Education  Act.  Because  some  of  the  new  authorities  provided  by  the  Con- 
gress are  not  enforceable  until  final  regulations  are  published,  our  reviews  have  fo- 
cused on  those  actions  that  were  within  the  control  of  the  Department  to  correct. 

However,  before  I  discuss  these,  I  must  advise  this  Subcommittee  of  my  concerns 
with  the  Higher  Education  Act  technical  amendment  legislation  that  was  recently 
passed  by  the  Senate.  I  believe  that,  if  enacted  in  its  present  form,  this  legislation 
could  place  the  students  and  taxpayers  at  risk  and  prevent  the  Department  from 
developing  effective  financial  responsibility  regulations.  This  Subcommittee  and  my 
office  have  worked  hard  to  ensure  that  the  Department  has  and  uses  effective  tools 
to  monitor  and  provide  oversight  of  the  program.  These  Senate-passed  amendments 
dictated  a  1:1  asset-to-liability  current  ratio  for  schools  at  a  time  when  the  Depart- 
ment is  proposing,  through  the  public  negotiated-rulemaking  process,  to  regulate  a 
1.25:1  ratio. 

Of  greater  significance  is  that  these  amendments  would  allow  an  institution  to 
compute  its  current  assets,  used  in  determining  this  ratio,  using  equity  in  facilities 
and  even  the  valuation  of  the  property,  net  of  depreciation.  This  defeats  the  purpose 
of  having  a  current  ratio  that  provides  some  assurance  that  an  institution  is  at  least 
in  a  financial  position  to  pay  student  refunds.  It  is  also  not  in  accordance  with  Gen- 
erally Accepted  Accounting  Principles.  I  am  very  concerned  that  this  proposed  legis- 
lation, if  enacted,  will  obstruct  the  Department's  ability  to  effectively  monitor  a 
school's  financial  responsibility. 

Regarding  the  new  gatekeeping  legislative  authority  provided  by  the  1992  amend- 
ments to  the  Higher  Education  Act,  I  can  report  that  the  Department  has  provided 
extensive  resources  and  worked  diligently  to  draft  and  publish  regulations.  My  office 
also  has  dedicated  significant  resources  over  the  last  year  to  assist  the  Department 
in  this  challenging  task.  Although  I  am  unable  to  report  on  the  effectiveness  of  the 
legislative  changes,  because  the  implementing  regulations  have  not  yet  been  final- 
ized, the  proposed  draft  regulations  should  result  in  major  improvements  in  the 
gatekeeping  process. 

The  results  of  our  limited  follow-up  reviews  focused  on  the  key  recommendations 
from  each  of  our  audit  reports  that  we  believe  should  have  been  implemented  and 
for  which  the  Department  has  reported  it  had  completed  corrective  actions.  Our  re- 
views were  hampered  by  the  fact  that  the  problems  of  missing  school  files  and  ac- 
cess to  complete  and  accurate  management  information  continue  to  plague  the  De- 
partment. As  a  result,  reliability  of  some  of  the  data  provided  by  the  Department 
could  not  be  verified. 

Although  the  Department  has  made  significant  strides  to  improve  gatekeeping, 
our  follow-up  review  disclosed  that  there  are  important  issues  in  accreditation  and 
financial  responsibility  that  need  additional  attention.  In  addition,  the  Department 
still  has  problems  with  missing  files,  as  well  as  inaccurate  management  informa- 
tion. Thus,  gatekeeping  is  still  not  as  effective  as  it  could  be. 

Accreditation 

Our  ability  to  assess  the  effectiveness  of  the  corrective  actions  taken  by  the  De- 
partment to  improve  the  accrediting  agency  recognition  process  was  hampered  by 
the  fact  that  the  National  Advisory  Committee  on  Institutional  Quality  and  Integ- 
rity (NAC)  did  not  hold  its  last  two  semiannual  hearings,  because  the  terms  of  many 
of  the  members  had  expired  and  the  task  of  replacing  them  had  not  been  completed. 
The  NAC  is  responsible  for  advising  the  Secretary  about  which  accrediting  bodies 
he  should  recognize. 

The  Department  has  informed  us  that  new  members  have  been  nominated,  but 
not  yet  confirmed,  and  therefore  the  third  consecutive  semiannual  public  hearings 
will  also  not  be  held.  Department  officials  have  also  indicated  that  they  are  rede- 
signing the  process  for  recognition  and  rerecognition  of  accrediting  agencies  to  com- 
ply with  the  new  tougher  standards  provided  by  the  1992  Higher  Education  Act  re- 
authorization. 

We  found  that  the  Department  has  implemented  many  of  our  recommended  cor- 
rective actions  regarding  the  planning  for,  and  performing  of,  its  reviews  of  accredit- 
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ing  agencies.  These  actions  should  ultimately  result  in  the  accrediting  agencies 
being  held  accountable  for  their  accrediting  decisions.  However,  until  the  NAC  is  re- 
activated and  the  Department  has  the  opportunity  to  present  its  findings  before  the 
NAC,  we  are  not  able  to  assess  the  effectiveness  of  the  Department's  corrective  ac- 
tions. 

Certification 

Our  follow-up  review  of  the  certification  process  determined  that  the  number  of 
new  schools  denied  certification,  as  well  as  schools  selected  for  recertification  that 
were  referred  for  termination,  has  dramatically  increased. 

During  our  initial  audit,  we  had  found  that  approximately  95%  of  schools  that  ap- 
plied for  certification  were  granted  approval  to  participate  in  the  SFA  programs. 
Our  current  review  has  found  that,  over  the  last  year  and  a  half,  36%  of  the  new 
schools  applying  were  denied  initial  certification  and  approximately  20%  of  the 
schools  subject  to  recertification  were  referred  for  termination  proceedings. 

For  the  financially  weak  schools  which  the  Department  monitors,  it  has  increased 
the  amounts  of  sureties  it  requires  these  schools  to  post.  In  certain  circumstances, 
the  Department  has  begun  requiring  schools  to  enter  into  escrow  agreements  that 
require  the  SFA  funds  to  flow  through  an  independent  escrow  agent  that  does  not 
release  all,  or  a  portion,  of  the  funds  until  they  are  earned  by  the  school. 

Despite  these  improvements,  our  review  determined  that  the  financial  certifi- 
cation process  is  not  consistently  providing  adequate  protection  for  the  students  and 
taxpayers.  Current  regulations  generally  state  that  the  Secretary  considers  an  insti- 
tution not  to  be  financially  responsible  if  it  had:  1)  an  operating  loss  over  at  least 
its  two  most  recent  fiscal  years;  2)  a  deficit  net  worth  for  its  latest  fiscal  year;  or 
3)  at  the  end  of  its  latest  fiscal  year,  a  current  ratio  of  less  than  1:1. 

Contrary  to  its  assertions,  we  found  that  the  Department  certified  new  schools 
that  did  not  meet  these  requirements.  The  Department  also  advised  us  that,  for  par- 
ticipating schools  that  do  not  meet  the  financial  tests,  it  required  sureties  at  a  mini- 
mum of  25%  of  annual  SFA  funding,  a  standard  we  found  was  not  consistently  ap- 
plied. For  example,  from  a  sample  of  13  schools  that  failed  the  financial  responsibil- 
ity test,  the  Department  required  sureties  of  less  than  25%  from  six  schools. 

In  summary,  we  found  that  the  Department  certified  or  recertified  schools  even 
though  the  schools  failed  factors  of  financial  responsibility.  In  addition,  sureties 
were  not  equal  to  the  minimum  levels  required  in  accordance  with  departmental 
policies.  We  also  found  that  some  schools  that  failed  recertification  and  had  not  re- 
sponded to  the  Department's  ofFer  of  sureties  or  escrow  agreements,  were  not  expe- 
ditiously referred  for  appropriate  administrative  action. 

For  the  certification  process  to  be  effective  and  provide  the  necessary  protection 
to  students  and  taxpayers,  the  Department  must  consistently  apply  its  standards 
and  adhere  to  its  policies.  We  recognize  that  there  may  be  exceptions  to  the  rule; 
however  our  follow-up  review  causes  us  to  believe  that,  with  certain  enhancements, 
the  Department  can  keep  them  to  rare  exceptions. 

***** 

Although  improvements  have  been  made  in  the  gatekeeping  functions,  the  De- 
partment should  continue  to  focus  on  improving  this  process  to  ensure  that  these 
checks  and  balances,  which  were  designed  to  protect  the  student  and  the  taxpayer, 
are  as  effective  as  they  can  be.  We  must  do  this  to  protect  the  integrity  of  all  of 
the  SFA  programs,  including,  of  course,  the  main  subject  of  this  hearing — the  Fed- 
eral Pell  Grant  program. 

The  Federal  Pell  Grant  Program 

Many  of  the  issues  that  we  reported  on  to  the  Subcommittee  in  the  1990  loan 
hearings  are,  of  course,  similar  to  the  issues  we  have  found  in  Pell.  The  reason  I 
say  of  course  is  because  we  are  dealing  with  many  of  the  same  players — particularly 
the  schools  and  students — and  the  same  gatekeeping  process.  In  the  Federal  Pell 
Grant  program,  it  appears  to  us  that  the  Department  would  have  more  direct  con- 
trol over  accountability,  because  it  does  not  rely  on  third-party  entities,  like  guar- 
anty agencies  in  the  Federal  Family  Education  Loan  (FFEL)  program,  to  carry  out 
many  of  the  monitoring  and  oversignt  responsibilities. 

In  reality,  we  found  that  the  same  problems  that  have  hampered  the  Department 
in  carrying  out  its  responsibilities  in  the  loan  program  are  affecting  its  effectiveness 
to  administer  the  Federal  Pell  Grant  program.  Our  experience  to  date  has  identified 
issues  with:  1)  controls  over  the  grant  funds  between  the  Department  and  the 
schools;  2)  contractual  arrangements  through  which  the  Department  administers 
various  aspects  of  the  delivery  system;  and  3)  the  Department  s  oversight  of  schools. 
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The  Federal  Pell  Grant  program  is  often  called  the  foundation  of  financial  aid  pro- 
grams. The  program  is  designed  to  help  the  neediest  of  students,  and  grants  re- 
ceived under  this  program  do  not  have  to  be  repaid.  For  this  program,  a  student's 
need  is  based  on  the  expected  family  contribution  to  a  student's  education,  as  well 
as  other  factors  such  as  the  cost  of  attendance  at  an  institution.  In  fiscal  year  1993, 
$6.2  billion  was  appropriated  for  the  Federal  Pell  Grant  program  for  students  at- 
tending approximately  6,300  institutions.  In  award  year  1992-93  there  were  ap- 
proximately 5.2  miUion  Pell-eligible  applicants,  of  whom  approximately  4.1  million, 
or  80%,  became  Pell  grant  recipients.  The  maximum  annual  Federal  Pell  Grant  is 
set  by  Congress  and  is  $2,300  for  the  1993-94  academic  year,  down  from  $2,400 
from  the  1992-93  academic  year. 

As  I  previously  stated,  unlike  the  Federal  loan  programs,  there  is  no  "red  flag" 
warning  indicator  that  readily  identifies  abuses  in  the  Federal  Pell  Grant  program. 
Abusive  schools  that  we  have  reviewed  have  become  proficient  in  recruiting  large 
numbers  of  Pell-eligible  students.  Our  interviews  with  students  who  have  been  vic- 
timized by  unscrupulous  recruitment  and  enrollment  practices  clearly  suggest  that 
many  Federal  Pell  Grant  recipients  are  either  unaware  of  the  amount  of  their 
grants  or  if  Federal  funds  were  even  received  in  their  behalf  Because  students  ap- 
pear to  have  no  significant  role  or  financial  interest  in  the  Federal  Pell  Grant  proc- 
ess, they  exercise  no  check  and  balance  over  the  process.  Some  students  have  not 
complained  about  the  quality  of  education  or  misrepresentations  by  schools,  because 
they  are  not  required  to  repay  Federal  Pell  Grants. 

Because  of  problems  identified  by  audits  and  investigations,  as  well  as  the  large 
amount  of  funding  appropriated  for  the  Federal  Pell  Grant  program,  we  initiated 
an  audit  of  the  Federal  Pell  Grant  financial  aid  delivery  system.  Although  this  audit 
is  still  in  process,  our  initial  work  has  disclosed  several  control  weaknesses  and 
abuses  for  which  we  anticipate  providing  the  Department  with  recommendations  for 
improvement. 

In  order  to  comprehend  how  some  of  the  abuses  in  the  system  have  been  allowed 
to  occur,  one  must  have  a  basic  understanding  of  the  Federal  Pell  Grant  delivery 
system  and  of  the  various  participants  and  reporting  mechanisms  in  this  process. 

FEDERAL  PELL  GRANT  DELIVERY  PROCESS 

In  general,  the  Federal  Pell  Grant  delivery  process  begins  (as  do  the  Campus- 
Based  and  Federal  Family  Education  Loan  programs)  with  the  student's  submission 
of  the  Free  Application  for  Federal  Student  Aid  (FAFSA).  The  student  mails  the 
FAFSA  to  the  contractor  acting  as  the  Department's  Federal  application  processor 
or  to  any  one  of  three  other  Department  Multiple  Data  Entry  contractors  (MDEs) 
that  are  approved  FAFSA  processors.  The  Federal  application  processor  or  an  MDE 
enters  the  FAFSA  data  and  transmits  it  to  another  contractor,  the  Central  Process- 
ing System  (Central  Processor). 

The  Central  Processor  performs  edits  and  data  matches,  computes  the  expected 
family  contribution,  and  then  transmits  the  results  back  to  the  Federal  application 
processor  or  MDE,  which  then  mails  a  Student  Aid  Report  (SAR)  to  the  student, 
who  can  take  the  SAR  to  the  school  of  his/her  choice.  In  the  application  process,  the 
student  can  list  three  schools  on  the  FAFSA,  free  of  charge,  that  the  student  is  con- 
sidering attending.  As  discussed  later,  it  is  very  important  to  take  note  that  all  of 
the  schools  listed  on  the  student's  FAFSA  may  also  receive  rosters  and  tapes  with 
the  student's  data  directly  from  the  Central  Processor. 

A  somewhat  similar,  but  electronic,  process  can  be  used  by  some  students  through 
the  Department's  Electronic  Data  Exchange,  whereby  the  school  directly  receives 
processed  data  from  the  Central  Processor  or  its  servicer  and  prints  out  an  Elec- 
tronic Student  Aid  Report  (ESAR),  which  must  be  signed  by  the  student.  Schools 
do  not  need  the  SAR  or  ESAR  to  make  an  initial  payment  of  a  Federal  Pell  Grant, 
but  must  have  some  form  of  output  document  showing  the  official  expected  family 
contribution  from  the  Central  Processor  (the  rosters  and  tapes  with  the  student's 
data  from  the  Central  Processor  as  noted  above). 

An  important  part  of  the  SAR  or  ESAR  is  the  Payment  Voucher  that  the  institu- 
tion will  submit  to  report  individual  payments  to  the  student.  These  Payment 
Vouchers  identify  miscellaneous  information  by  student,  including  the  amount  paid 
to  date  and  the  remaining  amount  to  be  paid,  and  are  batched  and  submitted  by 
the  school  to  the  contractor  for  the  Department's  Pell  Grant  Recipient  and  Financial 
Management  System  (PGRFMS  or  program  office)  at  least  three  or  six  times  a  year, 
depending  on  the  authorization  amount,  with  the  Institutional  Payment  Summary. 
If  the  number  of  Payment  Vouchers  justifies  it,  a  school  can  file  as  many  as  60  In- 
stitutional Payment  Summaries  for  an  award  year.  All  Payment  Vouchers  for  an 
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award  year  are  to  be  received  by  September  30  of  that  year,  although  adjustments 
can  continue  to  be  made  for  underpayments  and  overpayments. 

According  to  the  Department's  SFA  Handbook,  the  PGRFMS  serves  two  basic 
functions:  1)  It  enables  the  Department  to  track  a  school's  need  for  funds  as  the 
award  year  progresses  and  to  adjust  the  school's  authorization  on  that  basis;  and 
2)  it  provides  a  Student  Payment  Summary  to  the  school  to  reconcile  the  school's 
total  expenditures  at  the  end  of  the  year  with  the  records  of  the  eligible  students 
who  were  paid  by  the  school. 

Schools  obtain  funds  from  the  Department  for  Pell  disbursement  to  students 
through  the  use  of  the  Education  Department  Payment  Management  System 
(EDPMS  or  payment  office).  The  EDPMS  has  three  major  functions: 

— to  expedite  the  flow  of  cash  between  the  Federal  government  and  the  schools; 
— to  transmit  institutional  disbursement  data  back  to  the  Department's  award- 
ing offices;  and 
— to  manage  cash  advances  to  institutions. 

Schools  are  required  to  submit  monthly  or  quarterly  reports,  depending  on  the 
amount  of  the  school's  authorization,  with  summary  expenditure  and  drawdown 
amounts.  However,  institutions  have  as  long  as  21  months  after  the  close  of  the  aca- 
demic year  to  submit  final  reports  for  any  authorization,  which  significantly  delays 
the  payment  office  reconciliations. 

A  school  receives  an  initial  Federal  Pell  Grant  authorization  based  on  an  estimate 
of  the  Federal  Pell  Grant  funds  the  school  will  need  to  cover  initial  grants  to  stu- 
dents. The  school  may  either  credit  the  grant  to  the  student's  account  or  disburse 
the  grant  to  the  student.  The  amount  of  the  school's  initial  authorization  at  the  pay- 
ment office  is  determined  by  the  Federal  Pell  Grant  program  office  using  the 
PGRFMS.  The  program  office  bases  a  school's  initial  authorization  for  the  approach- 
ing award  year  on  the  unclosed,  unreconciled,  current  award-year  authorization. 
The  Department  then  adjusts  an  institution's  initial  authorization  based  on  the 
school's  subsequent  Institutional  Payment  Summary  and  Payment  Voucher  submis- 
sions. ,  ■     ,     , 

Schools  draw  down  cash  for  the  Title  IV  programs  by  requesting  a  single  lump 
sum  amount  for  all  Title  IV  authorizations  and  receiving  a  single  advance  froni  the 
payment  office.  The  payment  received  is  to  be  used  for  programs  as  needed,  within 
the  authorized  amounts  of  the  Federal  Pell  Grant  and  Campus-Based  programs. 
Cash  on  hand  is  not  to  exceed  the  immediate  disbursement  needs  for  each  program, 
which  for  the  Federal  Pell  Grant  program  is  defined  as  the  amount  that  will  be  dis- 
bursed to  or  on  behalf  of  students  for  grants. 

As  mentioned  earlier,  our  overall  review  of  the  Federal  Pell  Grant  program  is  not 
complete,  but  experience  to  date  signals  several  areas  of  concern  regarding  the  ad- 
ministration of  the  program.  These  are: 

— the  controls  over  the  flow  of  grant  funds  between  the  Department  and  the 

schools;  .   . 

— the  contractual  arrangements  through  which  the  Department  administers 

various  aspects  of  the  delivery  system;  and 
— the  Department's  oversight  of  the  schools. 

While  all  of  these  areas  are  subjects  of  ongoing  audit  work,  the  results  of  which 
will  be  reported  on  in  the  coming  months,  I  would  like  to  outline  for  you  today  some 
of  the  areas  we  believe  present  the  greatest  potential  for  abuse. 

CONTROLS  OVER  FEDERAL  PELL  GRANT  FUNDS 

Authorization  and  Payments  to  Schools 

The  Pell  Grant  funding  process  relies  very  heavily  on  the  integrity  of  schools  in 
their  timely  reporting  to  two  different  management  systems  within  the  Department. 
These  two  reporting  systems  are  not  designed  to  be  easily  reconciled. 

A  school  usually  begins  the  award  year  with  an  initial  authorization  of  50  to  60 

f)ercent  of  its  unclosed  prior  award-year  authorization.  By  statute,  a  school  is  al- 
owed  to  draw  down  as  much  as  85%  of  its  initial  authorization  24  days  prior  to 
the  first  day  of  class  without  submitting  any  supporting  documentation.  The  Depart- 
ment adjusts  an  institution's  initial  authorization  as  it  periodically  reports  both  the 
amount  it  has  already  disbursed  to  Federal  Pell  Grant  recipients  and  the  amount 
yet  to  be  paid  for  the  award  year  (based  on  expenditure  data  reported  on  the  Insti- 
tutional Payment  Summary). 

Advance  Authorizations.  The  large  amount  of  advance  funding  made  available 
to  schools  exposes  the  program  to  potential  abuse  by  unscrupulous  school  owners 
at  the  very  beginning  of  the  Federal  Pell  Grant  delivery  process.  For  example, 
schools  may  receive  Pell  funding  for  students  enrolled  even  though  these  students 
may  never  attend  class.  While  an  institution  must  return  the  funds  it  has  received 
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for  "no  shows"  within  30  days  after  classes  begin,  it  may  have  use  of  that  money 
for  nearly  2  months  at  the  taxpayer's  expense. 

Our  audits  and  investigations,  as  well  as  program  reviews,  show  a  history  of 
schools  failing  to  report  student  withdrawals  and  no-shows.  Last  month,  we  issued 
an  audit  report  on  a  college  that  consistently  failed  to  make  necessary  Federal  Pell 
Grant  adjustments  arising  from  student  withdrawals  and  no-show  students  on  a 
timely  basis.  In  May  1992,  the  school  had  signed  a  repayment  agreement  to  repay 
the  Department  approximately  $300,000  covering  excess  Federal  Pell  Grant  funds 
received  by  the  school  as  of  March  31,  1992.  Our  audit  found  that  the  school  had 
almost  $400,000  in  additional  excess  cash  as  of  December  31,  1992,  a  little  more 
than  six  months  after  signing  the  repayment  agreement.  This  also  demonstrates  the 
Department's  apparent  ineffectiveness  in  monitoring  a  school's  lax  Federal  cash 
management  practices,  even  once  they  are  identified. 

In  another  example  involving  a  recently  completed  investigation,  it  was  disclosed 
that  school  officials  submitted  the  required  Institutional  Payment  Summary  along 
with  the  individual  Federal  Pell  payment  vouchers.  However,  the  investigation  de- 
termined that  many  of  the  Federal  Pell  vouchers  were  for  "no  show"  students  or  stu- 
dents who  had  withdrawn  from  the  school,  and  that  the  school  failed  to  report  a 
reduced  Federal  Pell  Grant  award  for  the  students  due  a  Pell  Grant  refund.  In  es- 
sence, the  school  had  access  to  more  funds  than  it  was  entitled  to  receive. 

The  school  owners  were  able  to  syphon  $650,000  from  the  Federal  Pell  Grant  pro- 
gram through  the  Pell's  "cash  first,  document  later"  payment  system.  The  owners 
used  the  Pell  funds  drawn  for  a  variety  of  business  and  personal  expenses.  The  own- 
ers pled  guilty  to  SFA  fraud  and  income  tax  evasion  charges.  Each  was  sentenced 
to  serve  18  months  imprisonment  and  3  years  probation  and  they  were  ordered  to 
make  a  total  restitution  of  $1.1  million. 

What  is  particularly  alarming  is  that  this  fraud  came  to  our  attention  not  because 
of  any  controls  in  the  Pell  process,  but  because  the  school  owners  also  submitted 
bogus  Federally  insured  loan  apphcations  for  real  former  students,  and  forged  their 
names  on  the  loan  checks.  The  victims  of  the  loan  fraud  complained  when  they  were 
asked  to  repay  the  loans.  Undoubtedly,  the  loss  to  the  Federal  government  would 
have  been  much  larger,  or  possibly  still  ongoing,  had  the  school  owners  limited  their 
fraudulent  activity  to  the  Pell  program  and/or  used  phantom  students  rather  than 
real  people  in  the  loan  fraud  scheme.  This  is  a  real  concern,  as  more  and  more 
schools  rely  on  Pell  Grants  as  they  lose  their  access  to  the  Federal  loan  program 
due  to  high  student  loan  default  rates,  but  maintain  their  eligibility  for  the  Pell  pro- 
gram. ...  . 

Indeed,  once  a  school  receives  its  Pell  authorization,  it  can  simply  draw  down 
money  directly  from  a  Federal  account  using  the  same  type  of  PIN  number  you  use 
at  an  ATM  machine  to  draw  money  out  of  your  personal  bank  account.  There  is  no 
requirement  that  a  particular  student  for  whom  money  is  drawn  down  be  identified 
prior  to  the  money  being  drawn  down  by  the  school.  Because  of  the  ease  with  which 
a  school  is  authorized  to  draw  down  large  amounts  of  funds  for  "potential"  students, 
our  audits,  investigations  and  inspections  have  identified  numerous  instances  of 
schools  drawing  down  cash  in  excess  of  their  Federal  Pell  Grant  program  needs. 

A  recent  OIG  audit  at  a  school  identified  over  $2.1  million  in  excess  cash  at  the 
end  of  our  audit  period.  Although  the  school  offset  the  excess  cash  during  our 
fieldwork  and  now  appears  to  have  an  adequate  system  in  place  to  properly  manage 
Federal  cash,  I  am  concerned  that  the  Department  had  never  take  action  to  safe- 
guard Federal  funds  given  to  this  school.  This  school's  disregard  for  or  inability  to 
properly  follow  the  Department's  drawdown  and  reporting  policies  and  procedures 
had  been  reported  on  in  Departmental  program  review  reports,  as  well  as  OIG  audit 
reports,  covering  each  award  year  since  1982.  I  believe  that  this  school  should  have 
been  put  on  a  reimbursement  system  of  fxmding  long  before  this  latest  audit. 

As  shown  above,  a  great  potential  for  abuse  lies  in  the  system's  reliance  on  the 
good  faith  of  the  school  to  correctly  estimate  its  cash  needs  and  timely  and  properly 
report  student  status  changes  and  thus  expenditures  in  the  Institutional  Payment 
Summary.  The  adjustments  that  are  made  to  a  school's  authorized  funding  level 
throughout  the  year  are  based  on  the  information  it  chooses  to  report,  the  accuracy 
and  timeliness  of  which  are  subject  to  little,  if  any,  control  or  monitoring  by  the  De- 
partment. Schools  are  essentially  permitted  to  establish  their  own  current-year  au- 
thorizations. 

The  OIG  continues  to  become  aware  of  institutions  (primarily  proprietary  institu- 
tions) that  draw  Federal  funds  in  advance  of  immediate  need  and  use  such  funds 
for  other  than  their  intended  purpose.  These  schools  have  had  access  to  funds  be- 
yond their  level  of  actual  expenditures  because  of  the  pooling  concept  used  to  ad- 
vance funds  to  schools  and  the  fact  that  there  can  be  three  years  of  funding  author- 
izations open  at  one  time.  We  believe  that,  based  on  all  of  the  individual  audits  and 
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investigations  that  have  identified  instances  of  excess  cash,  this  is  a  national  issue. 
In  fiscal  year  1992,  excess  cash  was  identified  as  an  issue  in  about  2,400  of  the  ap- 
proximately 6,400  audit  reports  issued  by  the  OIG.  It  also  was  identified  as  an  issue 
in  about  220  of  the  approximately  700  program  reviews  that  were  issued  during  the 
same  time  period. 

Clearly,  the  few  prosecutions  that  we  have  in  this  area  and  the  administrative 
penalties  imposed  by  the  Department  as  a  result  of  our  audits  and  the  Department's 
program  reviews  have  not  been  a  deterrent  to  this  illegal  activity.  I  believe  that  the 
Department  has  relied  too  heavily  on  this  after-the-fact  inspection  to  report  on  and 
quantify  this  problem,  rather  than  improving  the  delivery  system  controls,  to  assure 
that  it  rarely  occurs. 

Duplicate  Payments.  Also  of  great  concern  to  us  is  that  there  does  not  appear 
to  be  a  control  to  prevent  different  schools  from  drawing  down  duplicate  grants  for 
the  same  student,  or  to  prevent  students  from  receiving  duplicate  grants.  As  long 
as  the  school  has  a  listing  from  the  Central  Processor  identifying  the  student  as  a 
potential  enroUee,  the  school  can  receive  forward  funding  for  that  student.  Even 
worse,  though,  our  investigations  are  showing  that  there  are  not  adequate  controls 
in  the  Federal  Pell  Grant  delivery  system  to  prevent  duplicate  Payment  Vouchers 
from  being  submitted  by  two  or  more  schools  supporting  Federal  Pell  Grants  award- 
ed to  the  same  student. 

According  to  information  from  Departmental  program  officials,  there  are  currently 
no  computer  edit  checks  built  into  the  Pell  system  that  would  identify  a  student  who 
was  reported  to  have  received  a  Federal  Pell  Grant  at  more  than  one  institution 
during  the  award  year.  Therefore,  it  is  possible  for  the  award  of  duplicate  Federal 
Pell  Grant  awards  to  go  undetected.  The  Department  should  institute  a  system  edit 
check  to  preclude  individuals  from  being  authorized  more  Federal  Pell  Grant  funds 
than  they  are  entitled  to  receive  in  an  award  year. 

Initial  Authorization  "Jump  Starts."  The  Department's  ftinding  process  also 
permits  schools  to  translate  current-year  errors  into  excessive  initial  authorizations 
for  the  following  year.  Since  a  school's  initial  authorization  for  the  upcoming  award 
year  is  based  on  its  current-yesir  authorization  and  enrollment  figures,  unreported 
changes  in  student  status  will  give  it  a  funding  "jump  start"  in  the  fall.  We  will 
provide  the  Department  with  recommendations  for  improving  the  authorization 
process  during  the  course  of  our  audit  of  the  Federal  Pell  Grant  program  and  during 
our  participation  at  the  Department's  core  accounting  redesign  task  force  meetings. 

Closeout  and  Reconciliation  Process 

In  addition  to  the  system  problems  with  authorizing  and  disbursing  funds  to  insti- 
tutions, we  are  also  concerned  that  the  system  is  more  easily  abused  due  to  the  De- 
partment's lack  of  effective  procedures  for  reconciling  authorization  and  expenditure 
information  and  thereby  assuring  that  funds  owed  the  Department  are  returned. 

A  1988  joint  OIG  and  Department  report  identified  tne  problem  of  lack  of  rec- 
onciliation between  the  program  and  the  accounting  systems.  This  report  noted  that 
although  the  source  expenditure  data  for  both  systems  was  the  institution,  the  infor- 
mation was  generally  maintained  by  different  departments  within  the  institution. 
Consequently,  expenditure  data  frequently  differed  between  the  two  systems.  At 
that  time,  no  reconciliation  of  expenditures  existed  between  the  two  systems,  and 
the  report  acknowledged  that  differing  expenditure  totals  may  result  in  an  incorrect 
balance  of  cash-on-hand  at  the  institution.  Our  current  survey  has  found  that  the 
Department  is  still  not  reconciling  expenditure  data  between  the  two  systems. 

The  problem  with  the  lack  of  reconciliations  of  expenditure  information  between 
the  two  systems  was  especially  apparent  during  our  recent  experience  with  the  De- 
partment in  resolving  one  of  our  audits.  Our  audit,  which  was  fully  sustained  by 
the  program  office,  disclosed  that  a  school  owed  the  Department  approximately 
$760,000  in  excess  cash  as  of  December  31,  1989.  The  school  agreed  with  our  find- 
ing, had  spent  the  funds  on  operations,  and  was  working  with  the  program  office 
to  negotiate  a  repayment  plan. 

In  September  of  1992,  we  found  that  the  Department's  payment  office  advised  the 
program  office  that  its  records  showed  that  as  of  December  31,  1989,  there  were  no 
funds  due  the  Department,  and  that  the  Department  actually  owed  the  school 
$5,000.  The  confusion,  caused  by  dual  reporting  systems,  was  finally  resolved,  and 
the  institution  has  signed  a  repayment  agreement  and  is  making  payments  to  the 
Department.  However,  it  is  still  advance  funded,  and  is  not  on  a  reimbursement  sys- 
tem of  funding  (requiring  proof  of  Pell  Grants  disbursed  by  the  institution),  al- 
though it  owes  the  Department  over  $1.2  million  for  all  of  its  liabilities. 

A  recently  completed  investigation  found  that  the  Department's  inability  to  rec- 
oncile the  two  systems  contributed  to  the  ease  with  which  two  school  owners  were 
able  to  steal  over  $650,000  in  Pell  Grant  funds.  This  investigation  demonstrated 
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that  if  the  Department  were  to  perform  a  simple  comparison  of  the  information 
schools  report  to  the  two  systems,  the  results  could  reveal  irregularities. 

The  Department  does  have  several  opportunities  during  the  course  of  an  award 
year  to  reconcile  institutional  pajmnent  information.  As  I  previously  noted,  the  pay- 
ment office  receives  monthly  or  quarterly  financial  reports  of  a  school's  program  ex- 
penditures and  cash-on-hand,  while  the  program  office  receives  reports  at  least 
three  to  six  times  a  year.  Although  they  contain  comparable  information,  few  if  any 
of  the  reporting  periods  coincide.  Our  audit  is  still  ongoing  and  therefore  it  is  pre- 
mature to  speculate  on  what  our  recommendations  may  look  like.  However,  a  basic 
question  that  still  needs  to  be  answered  is  why  two  different  financial  reporting  re- 
quirements are  placed  on  schools. 

Another  problem  that  our  survey  has  disclosed  is  that  educational  institutions  are 
not  required  to  submit  reports  promptly  to  close  their  accounts.  Institutions  have 
21  months  after  the  close  of  an  award  year  to  submit  final  reports  to  the  payment 
office.  Allowing  such  a  lengthy  close-  out  period  makes  the  final  accounting  ex- 
tremely difficult  and  extends  the  period  that  Pell  funds  are  susceptible  to  abuses. 
In  addition,  we  have  found  a  lack  of  an  audit  trail  and  inadequate  documentation 
for  some  year-end  adjustments.  Some  adjustments  to  Pell  funding  levels  are  made 
based  on  nothing  more  than  a  telephone  call  and  a  summary  document  fi'om  the 
institution. 

Documentation  Requirements.  Faulty  documentation  procedures  have  also  com- 
promised the  effectiveness  of  OIG  investigations  of  schools  participating  in  the  Pell 
Grant  program.  In  the  course  of  several  investigations  we  have  found  false  and  mis- 
leading entries  on  the  financial  reports  that  schools  are  required  to  submit  to  the 
Department  each  quarter.  In  these  cases,  the  school  official  who  has  signed  a  report 
often  casts  the  blame  for  the  discrepancies  on  the  financial  aid  consultant  who  has 
been  hired  by  the  school  to  prepare  the  report.  A  lack  of  aporopriate  certification 
by  the  consultant  and  the  school  make  these  cases  more  difficult  to  prosecute. 

In  addition,  in  this  age  of  computers,  faxes  and  electronic  data  transfers,  it  be- 
comes more  difficult  to  prosecute  a  "wrongdoer."  In  the  past,  representatives  of  the 
institutions  were  required  to  sign  and  certify  the  accuracy  of  the  Institutional  Pay- 
ment Summaries.  Institutions  are  currently  permitted  to  file  these  reports  electroni- 
cally through  the  Central  Processor.  A  representative  of  an  institution  signs  an  elec- 
tronic submission  contract  at  the  beginning  of  an  award  year  that  covers  several 
years.  The  electronic  filing  of  the  report  does  not  require  a  signature  or  certification 
by  the  institution.  The  lack  of  a  signature  or  certification  by  a  representative  of  the 
institution  decreases  the  ability  of  the  Department  to  take  action  against  a  "wrong- 
doer." Because  no  signature  certifying  the  documents*  completeness  and  accuracy  ex- 
ists, providing  acceptable  evidence  and  proving  who  filed  the  documents  is  much 
more  difficult. 

Let  me  suggest  that,  in  this  age  of  computers,  faxes  and  electronic  data  transfers, 
the  Department  can  achieve  access,  while  still  realizing  efficiency  and  accountabil- 
ity. The  same  tools  that  allow  schools  to  access  large  amounts  of  Federal  funds 
should  also  foster  an  environment  for  reporting.  Using  this  modem  technology  in 
an  accurate  and  timely  manner,  schools  should  be  expected  to  report  to  the  Depart- 
ment the  amount  of  Pell  funds  expended,  along  with  backup  verification  data. 

The  Department  should  also  be  able  to  use  current  computer  technology  to  rec- 
oncile in  an  accurate  and  timely  manner  and  to  cut  off  the  flow  of  Federal  Pell 
Grant  funds  to  schools  that  have  not  properly  accounted  for  their  use.  In  short,  the 
Department  and  the  schools  have  used  the  electronic  transfer  of  Pell  funds  and  the 
transfer  of  data  to  expedite  the  flow  of  Federal  money  out;  the  Department  and  the 
schools  should  use  the  same  tools  for  effective  reporting  in. 

While  we  are  still  performing  audit  work  in  this  area,  we  definitely  believe  that 
improvements  must  be  achieved  in  the  closing  and  reconciliation  of  these  accounts, 
as  well  as  documentation  requirements,  in  order  protect  the  taxpayer's  interest. 

OVERSIGHT  OF  THE  PELL  ADMINISTRATIVE  CONTRACTS 

Another  item  that  I'd  like  to  discuss  with  you  today  is  the  Department's  oversight 
of  the  contractual  arrangements  through  which  the  Department  administers  key  as- 
pects of  the  Pell  Grant  program.  Currently,  primary  contractual  support  to  the  Pell 
program  is  provided  by  eight  private  contractors.  As  demonstrated  in  my  discussion 
of  Uie  delivery  system,  these  contracts  provide  for  everything  from  inputting  and 
processing  student  aid  applications  to  maintaining  the  systems  that  authorize  and 
record  the  disbursement  of  Pell  Grant  funds  to  educational  institutions.  For  the  five 
years  ending  in  1993,  we  estimate  that  the  Department  has  expended  approximately 
$63  milHon  for  contractual  support  to  administer  just  the  Federal  Pell  Grant  pro- 
gram. 
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Contract  costs  have  also  increased  at  a  dramatic  rate  during  this  five-year  period. 
In  1989,  the  portion  of  the  contract  costs  associated  with  Pell  application  processing 
were  $3.4  million.  By  1993,  the  Department  paid  over  $18.1  million,  an  mcrease  of 
approximately  432%,  although  the  applications  processed  only  increased  by  23%. 

While  we  have  not  yet  completed  our  audit  of  the  Department's  oversight  of  the 
Pell  Grant  contracts,  we  already  have  a  number  of  major  concerns  in  these  areas. 
The  first  of  these  concerns  is  that  there  appears  to  be  inadequate  certification  of 
claims  by  contractors  regarding  the  number  of  applications  they  processed.  Because 
payments  to  contractors  are  based  on  these  workload  figures,  lack  of  effective  ver- 
ification results  in  payments  to  contractors  based  on  the  "honor  system."  For  exam- 
ple, during  fiscal  year  1993,  MDE  contractors  reported  to  the  Department  that  they 
processed  8.6  million  applications  for  student  financial  assistance.  We  estimate  that 
the  portion  related  to  the  Federal  Pell  Grant  program  was  about  $11  million. 

Department  program  staff  do  not  verify  the  number  of  applications  processed;  in- 
stead^ they  simply  pay  the  contractors  the  amount  shown  on  their  invoices  without 
any  assurance  as  to  their  accuracy.  Further,  we  are  concerned  that  the  Depart- 
ment's on-site  review  of  contractors  is  not  adequate  to  ensure  that  contractors  are 
performing  their  duties  as  required. 

The  potential  impact  of  inadequate  contractor  oversight  goes  beyond  the  cost  in- 
curred by  the  Department  for  services  rendered.  To  the  extent  that  contractor  per- 
formance is  deficient,  few  aspects  of  the  Pell  delivery  system  can  be  expected  to 
ftmction  absent  abuse  and  potentially  even  fi-aud. 

OVERSIGHT  OF  PARTICIPATING  SCHOOLS 

Each  participating  institution  is  responsible  for  the  day-to-day  administration  of 
the  Pell  Grant  program  on  its  campus.  As  part  of  an  agreement  entered  into  with 
the  Secretary  of  Education,  each  school  is  responsible  for  ensuring  that  the  program 
is  administered  according  to  Departmental  poUcies  and  regulations  and  any  provi- 
sions of  the  agreement  signed  with  the  Secretary.  The  specific  regulations  which 
these  institutions  are  committed  to,  include  determining  student  eligibility,  calculat- 
ing and  disbursing  grant  funds,  enforcing  academic  progress  standards,  maintaining 
student  attendance  records,  and  calculating  and  making  refiinds. 

Over  the  years,  we  have  uncovered  numerous  irregularities  in  the  administration 
of  the  Pell  program  by  specific  schools,  as  well  as  indicators  of  systemic  problems. 
Our  audits,  investigations  and  inspections  have  consistently  found  problems  with  in- 
stitutions' administration  of  the  Federal  Pell  Grant  and  the  other  student  financial 
assistance  programs  which  have  led  to  significant  questioned  costs,  and  fi-equently 
the  closing  of  the  institutions  involved. 

We  have  found  schools  that  have  disbursed  Pell  funds  to  ineligible  students. 
Among  the  violations  identified  by  us  and  by  the  General  Accounting  Office  are  ad- 
mission requirements  not  being  enforced,  students  receiving  Federal  Pell  Grants 
even  thougn  they  have  not  signed  required  documents,  and  academic  progress 
standards  that  are  not  being  enforced  or  that  are  inadequate  or  lacking.  In  some 
instances,  schools  have  been  engaged  directly  in  fi'audulent  and  abusive  practices. 
One  area  that  has  consistently  been  identified  as  a  problem  is  that  of  Federal  Pell 
Grant  overpayments  resulting  from  overstated  cost  of  attendance. 

I  believe  our  work  discussed  in  the  preceding  sections  will  help  the  Department 
in  its  improvement  of  the  Federal  Pell  Grant  delivery  process,  and  we  plan  to  make 
several  substantive  recommendations  to  improve  areas  in  which  we  continue  to  see 
risk  to  the  students  and  the  taxpayer.  Recognizing  the  need  for  an  effective  Depart- 
ment monitoring  and  oversight  program  of  schools  currently  participating  in  the 
SFA  programs,  we  believe  that  it  is  important  for  us  to  review  th?  Department's 
school  program  review  process.  We  are  currently  completing  audit  work  to  evaluate 
the  Department's  performance  in  this  area  and  will  be  providing  the  Department 
with  specific  recommendations  identifying  opportunities  for  improving  the  actual 
conduct  of  on-site  program  reviews  as  well  as  the  administrative  procedures  and  in- 
formation systems  that  support  the  program  review  fiinction. 

Student  Application  Errors 

An  area  in  which  we  have  consistently  seen  evidence  of  weakness  is  the  student 
application  process,  which  is  estimated  to  account  for  hundreds  of  millions  of  wasted 
Federal  dollars  each  year.  A  recent  report  entitled,  "Quality  in  Student  Financial 
Aid  programs,"  summarized  the  results  of  various  studies  showing  estimated  stu- 
dent error,  institutional  error,  and  total  error  in  Pell  Grant  awards.  Although  the 
report  noted  that  these  studies  varied  in  nature  and  sampling  methodology,  the  re- 
port concluded  that  there  is  little  doubt  that  the  errors  in  awards  are  considerable. 

The  latest  report  covering  Pell  Grant  awards  for  1988-1989  reported  that  28%  of 
Pell    Grant    recipients    received    over-    and    underawards    totaling    $481    million 
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(overawards — $379  million;  underawards — $102  million)  due  to  application  errors. 
We  asked  Pell  program  officials  what  actions  they  had  taken  to  correct  the  28% 
error  rate  on  student  applications.  Although  some  corrective  actions  have  been 
taken,  we  found  that  internal  control  weaknesses  are  still  evident  in  the  application 
process.  For  example,  we  recently  completed  an  investigation  of  a  private  contractor 
who  was  falsifying  family  income  on  student  applications  in  order  to  qualify  those 
students  for  Federal  Pell  Grants.  Of  the  75  schools  coast  to  coast  that  received  these 
falsified  applications,  only  3  detected  the  errors.  This  is  particularly  troubling  since 
each  school  is  required  to  verify  key  elements  of  the  student  records  for  up  to  30% 
of  its  applicants. 

Investigators'  discussions  with  officials  from  some  of  the  schools  that  did  not  de- 
tect the  errors  disclosed  that  some  schools  do  not  verify  the  applications  as  required. 
The  results  of  the  Department's  1992  program  reviews  substantiated  this  issue,  as 
about  400  of  the  700  program  reviews  identified  instances  where  verification  proce- 
dures were  not  followed  or  documented.  About  1,000  of  the  6,400  audit  reports  is- 
sued by  the  OIG  in  1992  also  identified  this  as  a  deficiency. 

As  we  work  with  the  Department  to  resolve  issues  in  the  application  process,  we 
all  must  focus  on  identifying  and  changing  procedures  in  the  process  that  seem  to 
generate  errors. 

Conclusion 

The  Federal  Pell  Grant  program  is,  by  its  very  design,  vulnerable  to  fraud  and 
abuse.  This  $6.2  billion  per  year  program  operates  essentially  on  an  "honor  system." 
Significant  problems  have  been  identified  Doth  in  the  gatekeeping  function,  which 
permits  institutions  to  participate,  and  in  the  monitoring  of  those  institutions'  par- 
ticipation. Our  current  work  is  showing  problems  with  the  system  for  authorization, 
reporting  and  reconciliation  of  drawdowns,  which  can  be  easily  abused  by  unscrupu- 
lous participants.  It  is  showing  opportunities  to  improve  oversight  of  contracts  for 
administration  of  key  aspects  of  the  Pell  program  and  of  higher  education  institu- 
tions responsible  for  day-to-day  administration  of  the  program.  Most  important,  the 
Pell  program,  like  the  loan  programs,  has  no  clear  outcome  performance  measures. 
A  focus  on  this  program  is  particularly  important  when  it  is  being  looked  to  as  a 
model  for  the  new  direct  lending  program. 

Mr.  Chairman,  I  thank  you  for  the  opportunity  to  report  on  some  of  our  efforts 
in  the  student  aid  area.  I  would  be  happy  to  answer  any  questions  you  and  other 
Subcommittee  members  may  have. 


PREPARED  STATEMENT  OF  DAVID  A.  LONGANECKER 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  welcome  this  opportunity  to  discuss  with  you  today  the  Federal  Pell  Grant  Pro- 
gram. Over  the  past  20  years,  the  Federal  Pell  Grant  Program  has  been  an  im- 
mensely important  program  for  improving  college  access  for  low-income  individuals. 
Unfortunately,  the  program  has  also  had  its  share  of  problems,  including  abuse  by 
program  participants,  poor  management,  and  inadequate  standards  for  measuring 
program  outcomes.  Correcting  these  proolems  will  restore  integrity  to  the  Federal 
Pell  Grant  Program  and  increase  its  effectiveness  in  helping  low-income  students 
achieve  success  in  postsecondary  education. 

In  my  testimony,  I  will  first  highlight  the  significant  successes  of  the  Federal  Pell 
Grant  Program.  I  will  then  discuss  three  areas  that  demand  our  immediate  atten- 
tion. We  know  that  some  currently  participating  schools  should  never  have  been  ap- 
proved for  the  program,  so  I  want  to  discuss  our  "gatekeeping"  responsibilities.  We 
know  that  our  monitoring  eflForts  sometimes  fail  to  uncover  instances  of  mismanage- 
ment and  abuse,  so  I  want  to  share  with  you  our  revised  strategies  for  improved 
institutional  monitoring.  Finally,  we  know  that  the  program  needs  clearer  perform- 
ance goals  and  standards,  and  I  look  forward  to  working  with  you  to  clarify  and  im- 
prove these  standards. 

We  are  committed  to  solving  these  problems.  The  program  is  simply  too  important 
to  ignore  its  management  shortcomings  or  allow  it  to  be  abused  by  those  who  would 
exploit  the  program  and  its  participants  for  purposes  contrary  to  the  program's  in- 
tent. 

Accomplishments  of  the  Pell  Grant  Program 

This  program  has  enabled  millions  of  students  to  attend  our  Nation's  colleges, 
universities,  and  trade  schools.  Since  its  enactment  in  1972,  the  Federal  Pell  Grant 
Program  has  made  55.7  million  awards  totaling  $64.2  billion  to  students.  Today, 
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more  than  4  million  students — almost  25  percent  of  all  students  attending  our  post- 
secondary  institutions — receive  Pell  Grants.  Most  importantly,  this  program  has  en- 
abled millions  of  low-income  students  to  attend  college  who  otherwise  would  have 
been  unable  to  afford  a  postsecondarv  education.  It  has  been  the  critical  cornerstone 
of  our  Federal  commitment  to  provide  access.  It  has  helped  reduce  the  gap  between 
the  percentage  of  low-income  and  high-income  students  attending  postsecondary  in- 
stitutions. Total  enrollment  in  higher  education  grew  from  about  nine  million  stu- 
dents in  1972  to  more  than  14  million  students  today.  Although  this  increase  in  stu- 
dents is  reflected  across  all  income  ranges,  the  increase  for  students  from  low-in- 
come families  is  significantly  higher  than  the  increase  for  other  income  groups.  In 
addition,  this  program  has  helped  to  expand  the  options  available  to  these  students. 
The  percentage  of  high  school  seniors  from  low-income  families  attending  their  first 
choice  college  increased  from  one-third  in  1972  to  almost  one-half  just  10  years 
later. 

To  achieve  fully  our  goals  for  the  Nation's  students,  we  need  to  promote  not  only 
access  but  also  program  completion  and  graduation.  While  we  have  a  long  way  to 
go  to  improve  retention  rates  at  the  postsecondary  level,  the  effect  of  Federal  Pell 
Grants  on  the  retention  rate  for  low-income  students  is  striking. 

A  low-income  student  who  receives  a  Pell  Grant  is  twice  as  likely  to  earn  a  bacca- 
laureate degree  as  a  low-income  student  who  does  not  receive  a  Pell  Grant.  When 
you  consider  that  this  improved  attainment  occurred  at  a  time  when  the  graduation 
rate  was  declining,  the  turnabout  in  the  data  for  low-income  students  who  received 
Pell  Grants  is  even  more  remarkable. 

However,  as  the  Pell  Grant  program  has  grown  and  established  this  remarkable 
track  record,  the  number  of  those  who  would  exploit  the  system  has  also  grown.  I 
am  here  today  to  affirm  our  commitment  to  make  this  program  work  even  better 
and  to  frustrate  the  efforts  of  those  who  would  abuse  it. 

Gatekeeping 

We  know  that  some  schools  have  been  allowed  to  participate  in  the  Federal  Pell 
Grant  Program  that  should  never  have  been  approved  for  participation.  Since  the 
Department  last  testified  before  this  Committee  on  the  student  loan  program,  we 
have  worked  with  the  Congress  to  improve  the  process  by  which  we  approve  schools 
to  participate  in  the  Title  IV  student  aid  programs,  including  strengthening  our  eli- 
gibility and  certification  procedures,  enhancing  the  State  role  in  licensing  and  re- 
viewing postsecondary  institutions,  and  improving  the  accreditation  process.  The 
Higher  Education  Amendments  of  1992  strengthened  and  complemented  the  numer- 
ous steps  we  took  prior  to  reauthorization  to  tighten  our  monitoring  and 
gatekeeping  processes  and  requirements. 

Perhaps  the  most  important  tool  included  in  the  1992  Amendments  is  the  ability 
to  certify  schools  provisionally  to  participate.  Through  provisional  certification  the 
Department  can  limit  the  length  of  time  and  conditions  under  which  a  new  school 
is  allowed  to  participate.  When  a  school  has  no  history  of  administrative  capability 
or  financial  responsibility,  the  majority  of  which  are  new  schools  or  schools  that 
have  changed  ownership,  we  can  provisionally  certify  a  school  for  a  period  of  time 
that  allows  us  to  monitor  its  performance  closely.  Further,  such  schools  agree  to  the 
Department's  right  to  revoke  their  provisional  certification  with  a  simple  notice  that 
gives  schools  ten  days  to  demonstrate  that  the  decision  is  wrong.  Thus,  we  can  now 
take  action  to  remove  quickly  from  the  student  aid  programs  new  institutional  par- 
ticipants that  fail  to  perform  adequately.  In  fiscal  year  1993,  we  certified  provision- 
ally 166  schools,  including  47  new  schools  and  67  schools  that  changed  ownership. 

We  have  begun  performing  certification  reviews  for  Title  IV  program  participation 
of  all  institutions  adding  one  or  more  locations.  Next  year,  we  will  begin  to  review 
the  eligibility  and  certification  of  all  participating  schools.  To  do  this,  we  will  estab- 
lish a  priority  ranking  of  all  7,300  participating  schools  based  on  indicators  of  poten- 
tial problems  and  funding  levels.  We  expect  to  review  about  1,500  schools  in  the 
first  year  and  will  concentrate  on  those  institutions  that  pose  the  greatest  risks  for 
Federal  funds.  Of  course,  we  will  also  review  schools  that  are  of  lesser  risk,  as  well 
as  initial  applications,  applications  for  changes  in  ownership,  and  other  routine  ac- 
tions affecting  participation.  We  believe  that  this  plan  will  allow  us  to  meet  the  stat- 
utory requirement  that  all  institutions  have  their  eligibility  and  certification  re- 
viewed within  the  next  five  years. 

We  have  consciously  improved  our  coordination  with  States  and  guaranty  agen- 
cies with  respect  to  actions  relating  to  closed  institutions.  When  a  school  closes  all 
entities  with  oversight  responsibilities  are  promptly  notified  in  order  to  cease  the 
flow  of  Federal  funds  and  initiate  efforts  to  recover  already  expended  funds.  Addi- 
tionally, now  that  we  have  more  experience  in  compiling  default  statistics  for  insti- 
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tutions,  we  are  focusing  greater  attention  in  our  certification  efforts  on  institutions 
that  have  high  cohort  default  rates  in  the  Federal  Family  Education  Loan  Program. 
Accordingly,  it  is  imperative  for  the  Congress  to  act  favorably  on  our  legislative  pro- 
posal to  close  the  loophole  that  has  permitted  some  institutions  to  escape  the  con- 
sequences of  a  high  default  rate  through  litigation.  Finally,  the  level  of  surety  has 
been  increased  as  required  where  necessary  to  protect  the  federal  government  and 
students.  Currently,  232  participating  institutions  have  posted  surety  totaling  $58 
million.  Also,  we  are  converting,  as  needed,  the  type  of  surety  required  fi-om  per- 
formance bonds  to  letters  of  credit,  which  are  more  readily  collectible  by  the  Sec- 
retary. 

Our  efforts  to  improve  gatekeeping  activities  have  also  been  aided  by  several  new 
authorities  in  the  1992  Amendments  relating  to  State  oversight  and  accreditation. 

Our  partnership  with  the  States  in  the  oversight  of  postsecondairy  institutions  is 
significantly  strengthened  by  the  State  Postsecondary  Review  Program.  Under  this 
new  authority,  the  States  will  develop  standards  approved  by  the  Department  to  use 
in  conducting  reviews  of  institutions  referred  to  the  State  by  the  Department.  As 
originally  recommended  by  this  Committee,  the  Secretary  now  has  statutory  author- 
ity to  provide  reimbursements  to  States  for  the  cost  of  their  efforts.  Although  no  fis- 
cal year  1993  funds  were  appropriated  for  this  activity,  $5.3  million  was  repro- 
grammed  within  the  student  financial  assistance  account  to  initiate  the  program 
and  nearly  all  states  applied  for  funding  to  support  start-up  activities.  The  fiscal 
year  1994  appropriation  for  the  Department  provides  $21.25  million  for  this  activity, 
permitting  States  to  begin  reviewing  their  postsecondary  institutions  and  to  estab- 
lish consumer  complaint  and  information  systems. 

The  accreditation  process  has  also  been  strengthened.  Proposed  regulations  for 
recognizing  accrediting  agencies,  which  the  Department  will  soon  publish,  will  make 
it  clear  that  the  accrediting  agencies  are  accountable  for  the  schools  they  accredit. 
As  required  by  the  1992  Amendments,  accrediting  agencies  must  be  separate  and 
independent,  both  administratively  and  financially,  from  any  related  or  affiliated 
trade  association  or  membership  organization.  This  requirement  will  eliminate  the 
danger  of  trade  associations  exerting,  or  being  perceived  to  exert,  pressure  on  ac- 
crediting agencies  to  keep  their  accrediting  standards  low. 

Also,  as  required  by  the  1992  Amendments,  accrediting  agencies  will  be  required 
to  have  meaningful  standards  for  assessing  an  institution's  fiscal  and  administrative 
capabilities,  recruiting  and  admissions  practices,  measures  of  program  length  and 
student  achievement,  and  program  completion,  job  placement,  and  default  rates.  In 
the  case  of  non-baccalaureate  vocational  education,  where  the  Department  and  your 
Committee  have  uncovered  many  problems,  the  regulations  we  are  developing  would 
require  State  agencies  to  establish  standards  for  such  measures  of  student  achieve- 
ment as  completion  rates,  job  placement  rates,  and  pass  rates  on  State  licensing 
exams.  These  regulations  would  also  require  accrediting  agencies  to  take  follow-up 
action  when  a  school  fails  to  meet  the  accreditor's  standards. 

Further,  the  1992  Amendments  have  helped  us  target  common  areas  of  abuse  for 
correction.  For  example,  the  Secretary  will  no  longer  recognize  the  accreditation  of 
any  institution  that  is  in  the  process  of  changing  fi-om  one  accrediting  agency  to  an- 
other unless  there  is  a  strong  demonstration  of  reasonable  cause.  Further,  each  in- 
stitution must  designate  one  accreditor  for  purposes  of  program  eligibility  to  prevent 
accreditation  "shopping." 

Monitoring  and  Other  Management  Issues 

The  Department  has  taken  a  number  of  significant  steps  in  improving  the  admin- 
istration of  the  student  financial  aid  programs.  Because  students  apply  directly  to 
the  Federal  Government  for  their  Pell  Grants,  we  have  been  able  to  use  this  na- 
tional data  base  to  implement  a  number  of  very  productive  controls.  For  example, 
in  January  1991,  we  began  matching  Pell  Grant  applicants  with  our  file  of  defaulted 
student  loans  that  had  been  assigned  to  the  Department  for  collection.  In  July, 
1992,  we  expanded  this  activity  by  matching  applicants  with  the  default  files  of 
guaranty  agencies.  This  effort  has  been  helpful  in  ensuring  that  ineligible  students 
do  not  receive  Pell  Grants.  So  far  this  year,  we  have  identified  over  95,000  appli- 
cants through  these  data  matches. 

In  January,  1994,  we  will  begin  to  match  the  social  security  numbers  of  all  stu- 
dent aid  applicants  with  the  master  file  maintained  by  the  Social  Security  Adminis- 
tration. Previously  our  efforts  to  incorporate  data  base  matching  schemes  were 
blocked  by  various  statutory  provisions,  including  outright  prohibitions.  This  new 
statutory  authority  to  verify  social  security  numbers  gives  the  Department  a  power- 
ful tool  to  weed  out  additional  fraud  and  abuse. 
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Another  management  improvement  that  benefits  both  institutions  and  students  is 
our  strategy  of  streamlining  the  Pell  Grant  process  by  actively  promoting  the  use 
of  electronic  processing.  Today,  about  five  of  every  six  student  payment  transactions 
originated  by  participating  institutions  are  accomplished  electronically.  Our  goal  is 
100  percent. 

We  plan  to  use  our  regional  staff  to  help  review  high-risk  schools  on  site,  as  part 
of  their  ongoing  monitoring  responsibilities.  We  will  also  coordinate  with  States, 
guaranty  agencies,  and  accrediting  bodies  to  maximize  our  combined  on-site  review 
capacity.  These  steps  will  enable  us  to  employ  our  resources  even  more  effectively. 

We  also  have  reorganized  the  Office  of  Postsecondary  Education  to  strengthen  our 
monitoring  and  oversight  efforts  and  to  enhance  our  efficiency.  In  the  student  finan- 
cial assistance  programs  we  have  now  consolidated  all  offices  with  monitoring  and 
gatekeeping  responsibilities,  where  before  they  were  scattered  among  various  units. 
Placing  all  of  these  functions  in  one  unit  provides  better  coordination  and  permits 
more  effective  program  management. 

Data  verify  the  impact  of  our  monitoring  and  management  improvements.  As  a 
result  of  our  program  reviews,  assessed  institutional  liabilities  for  fiscal  year  1993 
($337  million)  were  up  substantially  from  the  previous  year  ($226  million).  This  is 
largely  due  to  a  policy  decision  made  in  1991  to  emphasize  the  quality  of  reviews 
over  the  quantity  of  reviews.  Our  reviews  are  now  longer  and  conducted  by  two  spe- 
cialists, rather  tnan  one.  In  addition,  enforcement  actions  increased  markedly  dur- 
ing fiscal  year  1993  over  the  previous  year: 

•  163  institutions  were  terminated,  an  increase  of  40  percent; 

•  59  emergency  actions  were  taken,  an  increase  of  97  percent;  and 

•  56  debarment  actions  were  taken  against  individuals,  an  increase  of  51  per- 
cent. 

Developing  Consensus  on  Program  GkDALS  and  Performance  Standards 

We  need  to  work  with  you  and  your  colleagues  in  the  Congress  to  develop  a  clear- 
er consensus  on  the  standards  that  are  needed  to  assess  the  Federal  Pell  Grant  Pro- 
gram's performance.  Regrettably,  we  have  not  always  had  consensus  even  within 
the  Congress  on  such  standards,  leading,  sometimes,  to  circumstances  that  many 
find  untenable.  For  example,  some  students  have  received  Pell  Grants  for  a  longer 
period  of  time  than  reasonably  necessary  to  complete  an  undergraduate  degree  pro- 
gram, including  one  student  who  received  Pell  Grants  for  18  consecutive  years.  Cur- 
rently, there  is  no  limit  on  the  number  of  years  a  student  can  receive  a  Pell  Grant. 
The  restriction,  added  to  the  statute  in  1986,  on  the  number  of  years  in  which  a 
student  could  receive  a  grant  was  removed  by  the  Congress  in  the  1992  Amend- 
ments, over  the  Department's  strong  objections.  You  should  note  that  we  have  not 
always  received  support  from  the  Congress  for  our  efforts  to  strengthen  program  in- 
temty  when  our  measures  were  perceived  as  reducing  access  to  the  program. 

The  Department  is  working  on  plans  to  measure  the  success  of  the  Pell  Grant  pro- 
gram against  specific  standards.  If  we  are  to  have  new  and  meaningful  standards, 
we  need  a  shared  understanding  of  the  aims  of  the  Pell  Grant  program.  To  this  end, 
we  have  begun  meeting  with  representatives  of  the  postsecondary  education  commu- 
nity. Congressional  staff,  and  our  colleagues  at  the  Department  of  Labor  to  discuss 
the  goals  of  the  student  financial  aid  programs  and  what  measures  should  be  used 
to  assess  and  improve  the  extent  to  which  these  goals  are  met. 

Conclusion 

In  conclusion,  we  are  pleased  with  the  accomplishments  that  the  Federal  Pell 
Grant  Program  has  made  in  providing  access  to  postsecondary  education.  We  are 
aware,  however,  that  the  program  has  had  its  share  of  problems  and  we  are  commit- 
ted to  making  the  necessary  reforms  in  our  gatekeeping  and  monitoring  processes. 

While  we  will  be  vigilant  to  seek  out  and  take  action  against  those  who  defraud 
or  abuse  the  program,  I  hope  you  understand  that  I  cannot  promise  you  that  we 
will  eliminate  greed  and  corruption.  Creative  crooks  will  find  new  ways  to  steal 
from  the  Federal  treasury,  and  large  programs  like  the  Federal  Pell  Grant  Program 
seem  to  attract  them  in  increasing  numbers. 

We  are  also  committed  to  work  with  you  to  develop  clearer  performance  standards 
for  measuring  the  outcomes  of  the  Federal  Pell  Grant  Program,  so  that  there  will 
be  greater  certainty  about  program  purposes  and,  consequently,  more  confidence  in 
the  program's  integrity  and  management.  Developing  an  adequate  consensus  on  the 
program's  objectives  is  especially  important  in  a  time  of  limited  resources.  We  will 
need  your  help  in  considering  further  legislative  changes  including,  for  example, 
closing  the  cohort  default  rate  loophole,  and  accepting  the  Department's  proposed 
technical  amendments  to  the  Higher  Education  Act.  It  is  important  that  all  work 
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together  to  see  that  the  higher  standards  for  financial  responsibiUty  anticipated  in 
the  1992  Amendments  are  implemented.  Further,  we  will  need  your  help  in  obtain- 
ing adequate  resources  if  we  are  to  implement  necessary  improvements. 

We  need  to  balance  controls  on  unscrupulous  institutions  with  regulatory  burden 
for  all  institutions.  Our  efforts  to  improve  oversight  may  cause  some  anxiety  in  the 
postsecondary  education  community  as  well  as  the  Congress.  Although  most  groups 
support  stronger  oversight  in  principle,  they  often  oppose  its  specific  application  to 
them  or  to  institutions  in  which  they  have  an  interest.  Only  with  your  help  and  sup- 
port will  we  be  able  to  meet  the  challenge  we  now  face. 

I  would  be  happy  to  answer  any  questions  that  you  might  have  at  this  time. 
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ROCKVILLE  CENTRE.  LI  .  NEW  YORK  I1570-I199 

TEL:  (516)  678-5000     FAX:  (516)  676-5321 


OFFICE  OF  THE  PRESIDENT 

STATEMENT  TO  UNITED  STATES  SENATE 

PERMANENT  SUB-COMMITTEE  ON  INVESTIGATIONS 

BY  MOLLOY  COLLEGE 

Senator  Nunn,  Senators  and  Staff  of  the  Permanent  Sub-Committee  on 
Investigations : 

INTRODUCTION 
It  is  an  honor  for  me  to  be  allowed  the  privilege  to  address 
you  briefly  today  on  a  matter  of  extreme  importance — not  only  to 
all  Americans  but  to  Molloy  College,  Rockville  Centre,  New  York. 
I  have  provided  you  with  copies  of  my  own  Vita  and  that  of  S. 
Patricia  Morris,  Ph.D.,  the  Academic  Vice  President  of  Molloy 
College.   I  do  that  to  take  none  of  the  precious  time  allowed  to  me 
this  morning.   I  would  call  your  attention  to  some  very  important 
personal  facts:   I  have  been  a  Sister  of  St.  Dominic  for  40  years 
and  have  taught  and  ministered  in  the  field  of  education  for  38  of 
them.   I  am  from  Queens,  New  York  City,  have  taught  in  Queens, 
Brooklyn,  and  Long  Island  on  all  levels  of  education.  This  is  my 
25th  year  at  Molloy  College  and  my  21st  year  as  its  President. 
Doctor  Patricia  Morris  is  a  Dominican  Sister  for  39  years,  an 
educator  for  40  years,  a  Professor  at  Molloy  College  for  24  years, 
and  Academic  Vice  President  for  13  years. 
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sister  Patricia  Morris  and  I  are  Sisters,  yes.  We  have 
dedicated  our  lives  to  God  and  to  others.  We  did  not  become 
religious  with  a  vow  of  poverty  to  become  wealthy,  famous,  or  to 
become  a  president  or  vice-president  of  a  college.  Nevertheless,  we 
are  experienced,  knowledgeable,  respected  and  dedicated  educators. 
My  point  is,  we  are  experienced  in  the  administration  of  a  college. 
Molloy  College  is  known  throughout  the  New  York  Metropolitan  Area, 
and  dare  I  say  it,  in  the  United  States,  and  many  foreign 
countries,  thanks  to  our  faculty,  administration,  and  alumni  who 
have  served  in  various  professions  throughout  the  United  States  and 
the  world.  Nurses  who  have  graduated  from  Molloy  College  served 
honorably  in  the  Persian  Gulf,  and  our  graduates  also  have  served 
in  the  poorest  regions  of  the  world.  In  hospitals  and  schools  from 
New  York  to  California,  Molloy  College  professionals  are  now 
laboring  to  serve  their  fellow  human  beings.  Molloy  College  is 
young.  It  is  a  mere  38  years  old.  Molloy  College  is  relatively 
small.  Our  record  enrollment  on  campus  for  this  year  is  slightly 
over  2  000  undergraduates  and  graduates.  All  are  commuters  and  many 
of  them  work  at  part-time  or  full-time  jobs.  Our  College  does  not 
have  a  large  endowment,  but  it  is  an  asset  to  the  country  and  the 
world.  Our  alumni  and  students,  the  people  whom  we  have  touched, 
inspired,  and  taught  will  attest  to  this.  That  is  why,  today,  I 
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must  be  very  frank,  perhaps  even  passionate  in  my  short  time  with 
you.  I  hope  that  you  understand  that  the  very  existence  of  Molloy 
College  is  at  stake. 

Personally,  I  am  astounded,  appalled,  and  justifiably  angry  at 
the  events  that  have  led  to  my  presence  here.  Before  I  begin  the 
chronology  of  those  events,  let  me  say  that  as  a  Sister,  an 
American,  a  philosopher  and  teacher  of  morals,  I  have  the  utmost 
respect  for  the  law.  In  my  philosophy  classes  I  often  include  the 
responsibilities  of  citizenship  as  well  as  the  rights  of  each  human 
being.  The  motto  of  the  Dominican  Order  is  "Veritas",  "Truth". 
Every  Dominican  has  a  passion  for  Truth.  I  continuously  emphasize 
to  my  students  the  urgent  duty,  even  in  the  smallest  things,  to 
speak  the  truth,  to  live  up  to  one's  word,  to  honor  any  contract. 
Not  only  are  these  maxims  of  the  Natural  Law  accessible  to  all 
reasonable  human  persons,  but  they  form  the  very  basis  of  society 
and  country.  To  violate  Truth  leads  to  the  downfall  of  justice,  our 
court  system,  our  very  Nation  itself.  With  these  preliminaries 
over,  let  us  proceed  to  the  events  that  have  led  to  my  presence 
here  today.  Molloy  College  has  supplied  the  United  States 
Department  of  Education,  the  United  States  Department  of  Justice, 
the  New  York  State  Department  of  Education,  the  New  York  State 
Comptroller's  Office,  and  this  Committee  with  all  the  documents  and 
information  requested — and,  I  may  add,  at  great  expense. 
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SUMMARY  OF  THE  CASE 

Molloy  College  was  brought  into  this  investigation  because  of 
alleged  abuses  and  mismanagement  of  funds  on  the  part  of  one  or 
several  of  our  off-site  educational  directors.  If  these  allegations 
are  true,  Molloy  College  did  not  know  of  them  and  had  no  part  in 
them.  The  contracts  with  our  off-site  directors  are  legally  sound 
and  spell  out  very  clearly  the  responsibilities  of  the  College  and 
the  off-site  directors.  (I  append  a  sample  of  this  contract, 
although  we  have  already  provided  this  to  your  investigators.)  Let 
me  state  some  important  aspects  of  these  contracts. 

Molloy  College  had  complete  control  and  responsibility  for  the 
academic  and  educational  aspects  of  the  program.  We  approved  all 
adjunct  teaching  faculty.  Course  outlines  had  to  be  the  same  as 
those  utilized  on  campus.  The  Academic  Vice  President  has  the 
resumes  of  all  adjunct  faculty  and  personally  visited  and  evaluated 
the  off -sites.  The  off -site  entities  had  the  contractual 
responsibility  of  providing  appropriate  classrooms,  lecture  halls 
and  other  facilities,  utilities,  custodial  and  maintenance, 
insurance,  transportation  service  and  cultural  enrichment  programs. 
(Attachment  B  of  Contract) .  Any  advertising  that  the  off-site 
directors  distributed  had  to  be  approved  by  S.  Patricia  Morris  for 
accuracy  and  honesty.  All  financial  aid  forms  and  checks  were 
under  the  supervision   of  our  Vice  President  for  Business  Affairs 
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and  his  administrators  in  the  Student  Financial  Aid  Department. 
Molloy  College,  upon  receipt  of  the  Pell  Grant  and  New  York  State 
Tuition  Assistance  Program  checks  for  the  students,  originally 
retained  $550.00  per  student  per  semester  for  administrative  costs 
and  partial  tuition.  This  was  later  raised  to  $750.00  per  semester. 
The  balance  of  the  Pell  Grant  and  New  York  State  Tuition  Assistance 
checks  were  forwarded  to  the  off-site  entities  to  provide  the 
services  set  forth  in  the  contract.  The  students  enrolled  in  these 
programs  were  expected  to  pay  all  tuition  and  fees  from  all  sources 
reasonably  available  to  them,  including  but  not  limited  to  personal 
and  family  resources  and  such  financial  assistance  to  which  they 
might  be  entitled  by  government  formula. 

As  stated  contractually,  the  off -site  entities  were  to  provide 
through  "institutional  aid"  from  their  operational  budgets  to  cover 
any  balance  of  the  student's  tuition.  For  the  year  1991-92,  the 
tuition  for  all  Molloy  College  students  was  $3,900.00  per  semester. 
(Contract,  Attachment  C) .  If  any  tuition  balance  were  to  be  paid 
by  the  student,  it  was  to  be  paid  to  Molloy  College  and  not  to  the 
site  entities.  If  there  were  abuses  in  the  program,  we  knew  nothing 
about  them  at  the  time  and  of  course  had  no  part  in  them.  If  we  had 
had  even  a  hint  of  any  wrongdoing,  we  would  have  taken  action 
immediately!  Our  actions  when  any  academic  or  educational 
impropriety  came  to  our  notice  testify  to  this.  For  example,  you 
should  be  aware  that  S.  Patricia  Morris  had  demanded  the  removal  of 
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an  off -site  director  for  curriculum  mismanagement. 

CHRONOLOGY  OF  THE  OFF-SITE  CLASSES 
Molloy  College  was  brought  into  this  investigation  because  we 
allowed  students  legitimately  enrolled  to  pursue  an  Associate  of 
Arts  degree  program  while  attending  classes  primarily  at  off-sites 
in  Brooklyn  and  Queens.  Most  of  these  students  were  Russian  Jewish 
immigrants  but  there  were  also  Blacks,  Latinos,  and  other  minority 
groups. 

We  did  not  create  the  idea  of  the  program.  Indeed,  we  did  not 
even  know  of  the  need  for  such  a  one.  In  1987,  S.  Patricia  Morris 
was  approached  by  Rabbi  Joseph  Gelman.  He  requested  that  Molloy 
College  enter  into  an  arrangement  with  his  organization  to  fill  a 
desperate  need  on  the  part  of  the  Russian  immigrants  for  an 
opportunity  to  obtain  an  American  education. 

You  may  ask,  "Why  would  Molloy  College  enter  into  such  an 
arrangement?"  Our  response  is  clear.  The  Federal  Government,  New 
York  State,  the  accrediting  agencies,  all  were  urging  American 
colleges  and  universities  to  do  more  for  minorities  and  immigrants. 
Molloy  College  responded  with  an  increased  recruitment  plan  for 
minorities  from  Long  Island  to  register  for  on-campus  classes.  The 
request  of  Rabbi  Gelman  to  assist  in  educating  Russian  Jewish 
immigrants  provided  Molloy  College  with  another  opportunity  to 
accomplish  its  mission  and  fulfill  its  responsibility.  This  is  the 
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truth .  At  no  time  did  we  enter  this  venture  for  reasons  of 
financial  gain. 

The  program  started  in  1987  with  40  students  at  two  sites  in 
Queens:  Far  Rockaway  and  Forest  Hills.  Under  the  New  York  State 
Education  Regulations,  a  college  could  allow  such  classes  at  off- 
sites  [New  York  State  Commissioner's  Regulations,  50.1(t)]  toward 
an  approved  registered  degree  program  without  any  permission  from 
the  State  Education  Department.  In  1989  and  as  the  program 
developed,  we  forwarded  the  curriculum  to  the  New  York  State 
Department  of  Education  together  with  copies  of  our  contracts  with 
the  sites.  We  also  reported  the  program  annually  to  the  Middle 
States  Association,  our  accrediting  entity.  In  August  1989,  in 
response  to  an  inquiry  for  information  from  Dr.  Denis  Paul  of  the 
New  York  State  Education  Department,  additional  information  was 
forwarded  to  his  office.  Thereafter,  on  December  7,  1989,  Dr.  Paul 
wrote  to  the  College  and  stated  that  "our  letter  helped  clarify  the 
general  characteristics  of  the  relationship". 

with  the  increased  flow  of  immigrants,  especially  Soviet  Jews 
from  the  former  Soviet  Union,  the  program  continued  to  grow  and  the 
number  of  sites  increased.  In  order  to  insure  our  control  over  the 
program,  we  asked  the  State  Education  Department  in  1990  for 
approval  to  establish  4  extension  centers  [New  York  State 
Commissioner's  Regulation  50.1(s)].  In  view  of  the  fact  that  our 
Vice  President  of  Academic  Affairs  and  members  of  the  faculty  and 
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administration  were  visiting  the  sites  in  a  supervisory  capacity, 
it  seemed  prudent  that  centralization  would  increase  our  ability  to 
assure  the  fulfillment  of  our  educational  responsibility. 

We  were  informed  by  the  State  Education  Department  at  first 
that  there  were  "no  forms"  available  for  the  establishment  of 
extension  centers  but  that  we  should  write  a  letter  requesting 
these  centers.  Accordingly,  on  November  19,  1990,  I  wrote  to  the 
State  Education  Department  to  request  the  establishment  of  the 
extension  centers.  Several  days  later  we  were  informed  that 
certain  forms  were,  in  fact,  available  and  should  be  submitted. 
Since  that  time,  we  have  been  attempting  to  satisfy  the 
requirements  of  the  New  York  State  Education  Department  with  regard 
to  our  proposal  to  establish  extension  centers.  We  were  advised  as 
recently  as  March  1993,  that  the  request  is  being  "currently 
reviewed" . 

In  1993,  the  College  became  aware  that  there  were  some 
questions  concerning  the  "eligibility"  of  the  program.  Two  audits 
were  conducted  early  in  1993,  one  by  the  U.  S.  Department  of 
Education  and  the  other  by  the  New  York  State  Comptroller's  Office. 
We  believe  that  these  audits  were  a  result  of  the  on-going 
investigation  by  this  Committee.  Both  groups  of  auditors  inspected 
records  of  students  primarily  attending  classes  at  off-site 
locations.  The  New  York  State  auditors  remained  in  the  College  for 
approximately  5  weeks.  The  United  States  Department  of  Education, 
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having  never  criticized  our  program,  made  a  perfunctory  visit  to 
the  campus  during  which  time  they  photocopied  records  of  students 
at  off -site  programs. 

An  issue  raised  in  both  audits  was  the  "full-time"  status  of 
the  students.  The  College  believed  that  since  the  Regulations  of 
the  State  Education  Department  set  a  minimum  of  12  credit  hours  per 
semester  for  a  full-time  student,  and  since  our  Associate  of  Arts 
Degree  program  at  the  off-sites  did  indeed  require  12  credit  hours 
per  student,  the  "full-time"  question  had  been  resolved. 

Both  State  and  Federal  auditors  then  began  to  question  the  New 
York  State  Education  Department  about  the  academic  "eligibility"  of 
the  program.  Upon  requests  from  the  State  Education  Department,  we 
provided  them  with  all  the  documentation  necessary  to  show  that, 
indeed,  the  program  was  educationally  sound  and  adequately 
supervised.  Differences  in  the  curriculum  from  that  offered  on 
campus  were  not  substantial  and  the  special  provisions  made  for  the 
off-campus  students  were  similar  to  provisions  made  for  on-caropus 
students  who  have  had  particular  learning  problems.  In  the  case  of 
the  Russian  Jewish  immigrants,  it  was  a  language  problem.  Thus, 
English  as  a  Foreign  Language  was  recommended  by  the  Vice  President 
for  Academic  Affairs  in  accordance  with  the  New  York  State 
Commissioner's  Regulations.  [Reg.  52.2(e)(2)]. 

Another  question  raised  was  the  number  of  semesters  required 
to  complete  the  program.  The  Satisfactory  Academic  Progress 
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standards  adopted  by  New  York  State  permit  the  completion  of  the 
Associate  of  Arts  Degree  in  5  years.  The  Federal  Government 
Satisfactory  Academic  Progress  Standards  allow  3  years  to  complete 
the  Associate  of  Arts  Degree.  It  is  a  well-known  fact  to  educators 
that  students  with  special  difficulties  often  require  3  to  5  years 
to  complete  the  Associate  of  Arts  degree.  Yet,  the  State  Education 
Department  determined  on  July  19,  1993,  that  the  program  offered 
off-site  was  substantially  different  from  the  registered  program 
approved  in  1976.   Three  major  reasons  cited  were: 

1)  Lack  of  proper  supervision.  Ironically,  as  I  stated 
previously,  our  efforts  to  centralize  the  students  were 
thwarted  by  the  New  York  State  Education  bureaucracy. 

2)  Our  off -site  program  required  3  years  instead  of  the  so- 

called  "normal"  2  to  complete. 

3)  There  were  3  additional  courses  recommended  by  our  Vice 
President  for  Academic  Affairs. 

Criticism  by  Albany  about  academic  supervision  and  the 
curriculum  ignored  the  fact  that  the  College  had  consistently 
forwarded  the  curricula  and  had  reported  details  of  the  program  not 
only  to  the  New  York  State  Education  Department  but  to  the  New  York 
State  Board  of  Regents  as  part  of  the  Master  Plan  process,  to  the 
Middle  States  Association,  and  to  the  Higher  Education  Service 
Corporation  (HESC)  through  the  annual  Higher  Education  General 
Information  Systems  (REGIS)  Report. 
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Members  of  the  Molloy  College  administration  and  the  Chairman 
of  the  Board  met  in  Albany  with  Dr.  Donald  Nolan,  Deputy 
Commissioner,  and  his  staff  on  July  29,  1993.  We  subsequently 
submitted  additional  documentation  to  Dr.  Nolan  in  order  to  satisfy 
whatever  requirements  there  may  be  to  save  the  program.  On  August 
2,  1993,  Dr.  Nolan  requested  that  the  program  be  terminated  at  the 
off-campus  sites;  Molloy  College  complied  by  an  immediate 
suspension  of  the  program. 

On  September  30,  1993,  Dr.  Nolan  wrote  to  Molloy  College  and 
advised  us  that  the  program  which  we  had  been  offering  off  campus 
was  not  "eligible"  retroactively  for  student  financial  aid  for  the 
reasons  stated  above,  notwithstanding  the  fact  that  previously 
awarded  degrees  were  deemed  valid.  The  effect  of  that  letter  is 
devastating  to  Molloy  College  and  threatens  its  very  existence. 
The  immediate  impact  is  as  follows: 

1.  The  U.  S.  Department  of  Education,  having  received  Dr. 
Nolan's  letter,  has  advised  the  College  that  all  Title  IV  grants 
since  1988,  approximately  $7,000,000,  are  now  deemed  institutional 
liabilities.  Yet,  Molloy  College  retained  only  a  small  amount  of 
those  funds. 

2.  The  New  York  State  Comptroller's  Office  had  previously 
advised  us  that  if  the  program  were  "not  eligible",  the  College 
would  be  liable  for  upwards  of  $10,000,000.  of  New  York  State  TAP 
awards . 
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SUMMARY 
Molloy  College  has  fulfilled  completely  its  contractual 
obligations  to  our  students  at  off -site  locations.   We  have 
provided  them  with  a  sound  education  and  had  complete  control  and 
responsibility  for  the  academic  and  educational  aspects  of  the 
program.  We  kept  complete  financial  aid  records,  academic  records, 
and  evaluated  the  faculty  through  our  Vice  President  of  Academic 
Affairs  who  personally  visited  the  sites  and  evaluated  the 
curriculum,   faculty  and  progress  and   educational  needs  of  the 
students.  Unfortunately,  our  attempts  for  better  control  and 
supervision  were  thwarted  by  the  New  York  State   Education 
Department. 

Although  Molloy  College  has  reported  and  regularly 
communicated  with  the  New  York  State  Education  Department,  we  never 
received  a  hint  that  there  was  any  problem  with  the  off-site 
program  until  this  year.  Yet,  we  now  have  evidence  that  there  were 
internal  memoranda  in  the  State  Education  Department  regarding 
questions  of  the  eligibility  of  the  program  as  early  as  1990! 
These  questions  and  reservations  were  never  made  known  to  Molloy 
College.  If  they  had,  the  College  would  have  taken  immediate 
action  at  a  time  when  the  number  of  students  in  the  sites  was  very 
few. 
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Molloy  College  has  also  fully  cooperated  with  the  State  and 
Federal  authorities.   All  the  Student  Academic  and  Financial 
Records  associated  with  the  off-site  program  have  also  been  made 
available  to  the  United  States  Department  of  Justice. 

Molloy  College  has  always  acted  professionally,  ethically,  and 
in  good  faith.  We  have  no  evidence  that  the  off-site  entities  acted 
differently.  If  any  New  York  State  or  Federal  Agency  had  advised  us 
of  a  legitimate  objection  to  our  off-site  programs,  we  would  have 
remedied  the  problem,  if  possible.  If  not,  we  would  have 
terminated  our  contracts  immediately.  We  did  suspend  the  entire 
program  this  August  and  most  likely  will  not  resume  it. 

We  are  confident  that  the  educational  results  of  the  program 
were  good  ones.  Tangible  proof  of  this  exists  in  the  great  success 
of  our  Russian  Jewish  graduates  who,  as  a  direct  result  of  our 
reputation  at  the  off -sites,  studied  on  campus  for  a  Bachelor's 
Degree  in  Nursing.  Every  one  of  them  passed  their  R.N.  Licensing 
Examination  on  their  first  try! 

There  is  a  great  need  on  the  part  of  minorities  and  immigrants 
to  have  access  to  postsecondary  education.  The  Pell  Grants  make 
this  possible.  It  is  my  hope  that  some  ways  will  be  found  that  will 
enable  students  such  as  ours  at  the  off-sites  to  receive  their 
education  to  improve  their  standard  of  living,  to  enable  them  to 
obtain  suitable  employment,  and  to  become  good  citizens. 
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Molloy  College  is  a  respected  institution  of  higher  learning 
and  should  be  encouraged  and  praised  for  the  quality  of  education 
that  is  its  hallmark  rather  than  be  penalized  for  it.  If  this 
Committee  can  do  anything  at  all  to  remedy  the  injustice  that  has 
been  done  to  the  College,  I  urge  you  to  do  so.  For  our  part,  we 
shall  continue  to  assist  your  Committee  and  the  Federal  Government 
in  their  ongoing  investigations.  I  thank  you  most  sincerely  for 
the  opportunity  to  present  our  case  personally. 

Respectfully  submitted. 


sister  Janet  A.  Fitzgerald,  O.P.,  Ph.D. 
President,  Molloy  College 
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APPENDICES 


1)  Vita  -  Sister  Janet  A.  Fitzgerald,  O.P.,  Ph.D. 

2)  Vita  -  Sister  Patricia  A.  Morris,  O.P.,  Ph.D. 

3)  Sample  Contract 
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SISTER  JANET  A.  FITZGERALD,  O.V.,    Ph.D.,  LL.D. 

President,  Molloy  College 

Maria  Regina  Hall 

(Dominican  Sisters'  Faculty  House) 

1000  Hempstead  Avenue 

Rockville  Centre,  N.Y.  11570 


Born:       September  4,  193  5,  Woodside,  Queens,  New  York. 
Parents:     (Deceased)  Robert  William  and  Lillian  (Shannon) ,  both 

of  Manhattan,  N.Y. 
Religious:   Congregation  of  the  Sisters  of  St.  Dominic, 

Amityville,  N.Y.  Entered  1953;  Profession  of  Vows, 

1955.   Regional  Superior,  1971-72. 


EDUCATION 

1982 


LL.D. (Honorary) :  St.  John's  University,  Jamaica, 

Queens,  N.Y. 
1971    Ph.D.  Philosophy:   St.  John's  University,  Jamaica, 

Queens,  N.Y. 
1967    M.A.  Philosophy  of  Science:   St.  John's  University, 

Jamaica,  Queens,  N.Y. 
1965    B.A.  Mathematics  (Magna  cum  laude)  General  Excellence  Award, 

Valedictorian:   St.  John's  University  School  of  Education, 

Jamaica,  Queens,  N.Y. 

New  York  State  Permanent  Certification  in  Secondary 

Mathematics 
1953    Graduated  with  honors.  Bishop  McDonnell  Memorial  High 

School,  Crown  Heights,  Brooklyn,  N.Y. 


PROFESSIONAL  EXPERIENCE: 


1972-Present 
1969-Present 

1.971-1972 

1987-Present 

1965-1969 
1956-1965 
1955-1956 


President:   Molloy  College,  Rockville  Centre,  N.Y. 

Professor  of  Philosophy:  Molloy  College  -  Presently 

teaching  Medical  Ethics. 

Acting  Chairperson:  Philosophy  Dept. ,  Molloy 

College. 

Adjunct   Professor   of   Metaphysics   and   Natural 

Theology:   pre-Theology  Program  of  St.   Joseph's 

Seminary,  Dunwoodie,  N.Y. 

Mathematics  Teacher:   Bishop  McDonnell  High  School, 

Crown  Heights,  Brooklyn,  N.Y. 

Teacher:   grades  5  through  8,  St.  Thomas  Apostle 

School,  Woodhaven,  Queens,  N.Y. 

Teacher  Primary  grade:   St.  Ignatius  Loyola  School, 

Hicksville,  N.Y. 
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SELECTED  ACTIVITIES: 

Appointed  by  William  Cardinal  Baum  an  "invited  expert"  ("peritus") 
(the  only  woman  so  designated)  to  the  Vatican  International 
Conference  on  Catholic  Higher  Education  attended  by  17  0  Bishops, 
Vatican  officials.  Catholic  University  Presidents  and  Rectors  from 
4  0  countries:   Rome,  Italy,  1989. 

Selected  by  Commissioner  Thomas  Sobol,  New  York  State  Education 
Department,  to  serve  on  the  Blue  Ribbon  Panel  to  study  the  impact 
on  New  York  State  of  the  decline  in  the  number  of  Catholic  Schools 
and  Catholic  School  enrollment,  April  1992  to  present. 

Appointed  by  His  Eminence  John  Cardinal  O'Connor  to  serve  on  the 
Public  Policy  Committee  of  the  New  York  State  Catholic  Conference, 
October,  1992  to  present. 

Member  of  the  Board  of  Trustees  of  CICU  (Commission  on  Independent 
Colleges  and  Universities),  1981-1984  and  1989-1992. 

Chairman,  Long  Island  Regional  Advisory  Council  on  Higher 
Education  (LIRACHE) ,  a  consortium  of  seventeen  Long  Island 
Colleges  and  Universities,   1981-84 
Member  of  the  Board  of  Trustees,  1972  to  present. 

Serves/ Served  on  Boards  of: 

Catholic  Charities,  Diocese  of  Rockville  Centre,  N.Y. 
Seminary  of  the  Immaculate  Conception,  Huntington,  N.Y. 
Pre-Theology  Program,  St.  Joseph's  Seminary,  Dunwoodie,  N.Y. 
Institute  for  Advanced  Studies  in  Catholic  Doctrine, 

St.  John's  University,  Jamaica,  N.Y. 
St.  Francis  Hospital,  Roslyn,  N.Y. 

Nassau  County  Coalition  on  Abused  Women,  Hempstead,  N.Y. 
Nassau  County  Day  Care  Council,  Hempstead,  N.Y. 
Harvest  House,  Syosset,  N.Y. 

SELECTED  HONORS: 

Received  the  Distinguished  Leadership  Award  from  the  Long  Island 
Business  News  for  significant  and  unique  regional  leadership  to 
the  Long  Island  community,  1988. 

Listed  as  one  of  Long  Island's  "100"  Influentials  by  the  Long 
Island  Business  News  Research  Department,  June  1992,  1993. 

Grand  Marshal   (first  woman  so  designated)   Ancient  Order  of 
Hibernians  in  America  Fourth  Annual  St.  Patrick's  Day  Parade,  Glen 
Cove,  N.Y.  1992. 
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Woman  of  the  Year  and  Guest  of  honor  at  the  Annual  Cork  Ball  - 
presented  with  a  plaque  of  appreciation  for  her  work  in  education 
and  her  support  and  interest  in  the  welfare  of  the  citizens  of 
Ireland.  March  10,  1989. 

Honored  by  the  Long  Island  Chapter  of  the  Catholic  League  for 
Religious  and  Civil  Rights  for  her  efforts  on  behalf  of  Catholic 
Education,  October  20,  1989. 

First  woman  cited  "Achiever  in  the  Field  of  Education" 

by  the  110  Center  for  Business  and  Professional  Women  at  their 

Founding  Achievers  Dinner,  October  1977. 

Selected  as  an  Educator  of  the  Year  1980,  by  the  Association  of 
Teachers  of  New  York,  November  1980. 

Cited  as  "Fall  Gal"  by  the  Long  Island  Sky  Club  -  emblematic  of 
Lifetime  Governorship,  March  17,  1980. 

Presented  with  the  Distinguished  Long  Islander  in  Education  Award 
by  the  Epilepsy  Foundation  of  Long  Island,  April  26,  1991. 


SCHOLASTIC  HONORS: 

Post  Doctoral  Fellowship  from  the  National  Science  Foundation, 
"Institute  on  History,  Sociology,  Philosophy  of  Science", 
Catholic  University  of  America,  Washington,  D.C.   Summer  1971. 

Award  for  Post-Doctoral  work  from  the  Carnegie  Institute  of 
Philosophy  at  Notre  Dame  University,  Indiana  -  1971. 

National  Science  Foundation  Teaching  Fellowship,  St.  John's 
University,  Jamaica,  N.Y.   1965-67. 

Manhattan  College  Graduate  Scholarship  -  Mathematics   1965. 

St.  John's  University  Graduate  Scholarship  -  Mathematics   1965. 

St.  John's  Univer£:ity  Scholarship  for  M.A.  and  Ph.D.  degree 
programs  -  Philosophy  of  Science  and  Philosophy  1965-71. 

BOOKS  PUBLISHED: 

Alfred  North  Whitehead's  Early  Philosophy  of  Space  and  Time, 
published  by  the  University  Press  of  America,  Washington,  D.C, 
April  1979. 
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LI  DISTINGUISHED 

LEADERSHIP  ^AMard 


PRESENTED  NOVEMBER  1988 
to 

Sister  Janet  Fitzgerald 


SUiciianci  FilzgCJaJd  of  Rockvillc  Ccnirc.  dynamic  and 
truhusiasuc  cducauir  »nd  adminisiraiof .  your  commiuncnt 
tuotrt)<auon  is  apparcnl  in  your  unselfish  service  ai  Molloy 
CoUe^gc  and  on  numerous  cdocauon  advisory  boards. 

Si^  beginning  your  teaching  career  ai  Si  Ignauus 
LoyoVi  School  in  Hicksvjllc.  you  have  shown  a  ncvcr- 
cnding  commitment  lo  cdutaiion.  You  urMjcrsiand  the 
problems  of  education  for  all  grade  levels,  having  uught 
Hudcnis  in  middle  school,  junior  high,  hrgh  school  and 
college.  Today,  you  continue  that  service  locducauon  as  an 
idminisiraior  and  icazhcr.  As  Prcsideni  of  Molloy  College 
since  1972,  you  sqU  Tind  time  to  leach  a  philosophy  course 
each  semester. 

Under  your  leadcnhip.  the  Molloy  College  chancr  was 
amended  to  auihorire  the  college  lo  award  assooaiedcgrees 
(AA,  AS,  and  AAS).  Molloy  College  also  received  rcac- 
crediiaiioo  by  the  Middle  States  Assn  and  ihc  National 
League  for  Nursing  in  1977.  Then  in  1978  ii  received  the 
ioiiiai  »ccrcdiution  (or  the  Social  Wort  Program  by  the 
Coundl  on  Social  Wort  Education. 

Molloy  College  has  also  expanded  its  carricuhim  by 
Ming  9  majors  approved  by  the  NYS  Education  DcpL  A 
Masicn  in  nursing  is  pending  approval  by  the  Bd  of  Re- 
gents. 

Oiler  successes  during  your  tenure  at  Molloy  have  been 
the  implcmcniaLion  of  policies  on  iaculry  tenure  and  sab- 
batical leave,  the  completion  of  the  Silver  Annivci^ary 
Campaign  for  building  a  Fine  Arts  Center  and  the  dedica- 
tion of  the  Wilbur  Am  Center,  the  building  of  Molloy 


In  March  1987.  Slsler  FitigeraW  walcomed  then 
HtmpJiBSd  Town  Spvr  Thomas  Culolia  H/d  R)  to  an 
o(>«n  discussion  at  Molloy  Coll»ga  on  ihs  problems 
lacing  U.  Olhera  In  aitendanc*  were  (L-RJi  Loretla 
UGani.  Molloy  College  Assi  Prolesior  ol  Polillcal 
Selene*:  Mltdrad  DaRlggl.  Motioy  ColU^e  Polillcal  Sci- 
ence Adjunct  Inslnjctof ;  Calhy  Kreln.  Eiecullve  Direc- 
tor of  PR  at  Molloy;  and  Bruee  Nyman.  CHy  of  Long 
Beach  Supervisor. 


Chapel  and  the  opening  of  the  Academic  Computer  Labo- 
ratory. A  Mobile  Health  Unit  was  dedicated  in  1983  and  its 
usewas  implemented  in  thecumculum  of  iheNursing  DcpL 

Bui  your  dedication  to  education  docs  not  stop  with  your 
work  at  Molloy  Col  lege.  Since  1972. you've  bccnamcinber 
of  the  Bd  of  Trustees  of  the  U  Regional  Advisory  Council 
on  Higher  Educuon  (LIRACHE).  a  consoruum  of  17  U 
colleges  and  umvcrsiucs.  You  lent  your  leadership  and 
knowledge  to  that  council  as  iis  Chairperson  from  1981- 
1984  You  also  served  on  the  Education  Commiiicc  of  the 
Advisory  Commilicc  of  the  Bd  of  Directors  at  St  Francis 
Hospiul.  on  the  Dd  of  Trustees  of  ihe  Commission  on  Inde- 
pendent Colleger  iind  Universities  and  on  the  Insiuuuonal 
Review  Bd  of  Si  John's  University  in  Jamaica 

You  were  recogni7.ed  for  the  great  educator  yog  are  by 
being  named  EduCiilor  of  the  Year  in  19S0  by  the  Assn  of 
Teachers  of  NY. 

Your  love  for  education  is  equaled  by  your  love  for  the 
Catholic  religion.  You  entered  the  Congregation  of  the 
Sisters  of  Si  Domimc  in  Amityvillc  in  1953.  Since  that  lime, 
in  the  true  spirit  of  giving,  you  have  devoted  your  time  to 
serve  on  the  Bd  of  Trustees  of  Catholic  Chanti's.  Diocese 
of  Rockville  Ccr.irc  from  1979-1982.  You  were  a  member 
of  the  Bd  of  Advisors  for  the  Seminary  of  the  Imn\aculate 
Conception  in  Hunungton.  Vp  lor  Fellowship  of  Catholic 


Scholars  and  a  Catholic  Delegate  to  the  Nai'l  Congress 
Church -Relaicd  Colleges  and  Universities. 

But  the  giving  hasn't  stopped.  You  arc  currcntl) 
member  of  the  Commiucc  on  the  Status  of  Women  in  i 
Philosophy  Profession  for  the  American  Catholic  Phi 
sophical  Assn.  on  the  Advisory  Bd  of  the  Prc-Thcolc 
Program  of  Dunwoodie  Seminary  in  the  Archdiocese 
NY.  a  member  of  the  University  Trust  Commiticc  of  t 
IntCT-Faiih  Commemoration  Commiucc — Kristallnac 
and  on  the  Bd  of  Trustees  for  the  Insiilutc  for  Advanc 
Studies  in  Catholic  Docuine  at  Si  John's  University. 

In  addiuon  to  leadership  in  the  educauon  and  rcligit 
sectors  of  the  community,  you  have  served  on  the  I 
Comminer  on  Abused  Women,  the  NC  Day  Cart  Comn 
tee  and  or.  the  Advisory  Bd  of  Harvest  Home,  a  home 
letaidcd  aduUs. 

This  dedication  to  education  and  the  U  community  1 
been  recognized  lime  and  time  again.  In  1977  you  woe  i 
trsi  U  wanan  to  be  cited  Achicvex  in  iJw  Field  of  Edu. 
lioo  by  the  110  Center  for  Business  and  Profcssioi 
Women  at  its  Founding  Achievers  Dinricr.  Again  in  19: 
you  were  aTirsL."  rccaving  the  first  U  Art:  Disiinguisl 
CoouibudoQ  Award.  In  19S0  you  were  atcd  as  "Fall  C: 
by  the  U  Sky  Island  Oub.  emblematic  of  lifetime  gove: 
ship. 

The  list  of  honors,  like  your  unselfish  service,  conunu 
You  wae  a  trustee  for  Hearr  Int"  1 .  an  honored  guest  at . 
U  InsiJiuie  on  Judaism  for  Christian  Oergy.  a  member 
the  Hewidoy  Scholarship  Commiucc  and  a  member  of 
NYS  Committee  for  Jobs  and  Energy  Independence. 

For  all  your  unselfish  and  enthusiastic  coninbuuons 
education,  the  Catholic  religion  and  the  LI  communi 
Sister  JaiKi  Fii/gcrald.  you  arc  uulv  deserving  of  the  hor 
of  being  named  a  Disunguisficd  LciJcr  of  LI 


Sister    Fttiqerald    meflte    wUh    Gov    Mario    Cuomo 
Molloy'11079  commence  me  nL  Cuomo  s  wile.  MalhlV. 
(L),  recetved  an  honorary  doctor  of  peoagogy  at  t: 
oreduatlon.  Pictured  are  (L-R)i  Mathilda.  Bishop  Jot 
McGann.  Cuomo,  Cuomos  daughter.  Sister  Filigeral 


The  U  DISTINGUISHED  LEADERSHIP  AWARD  Is  presented  from  lime  to  time  since  1968  by  U  BUSINESS  NEWSIOf  significant 
service  end  uniquely  etiective  regional  leadership  to  the  LI  commumry.  It  Is  sponsored  by  KEY  BANK-  Recipients  Include- 


S*nloa  AtKiiz 
iam  Albicoccc 
frank  J  Aniun 
Larry  t  ^itln 
Oonal.:  E  Ailnn 
•vy  Btchmsn 

ray  Bartiaah 

•f  F  Barry 
Hogtr  Baumbfliger 
Jamtt  Bender 
E<">  yn  B«rftz)n 
J-  -.->  C  Blerwirth 
TneoOore  M  Oiack 
Rober:  Bo^t 


Theodore  EtoolcTuri 
HertMrl  J  Brauer 
Leorwd  Br  aun 
Wilbur  Bre»lln 
Charles  Buchk-« 
Rov  N  Cacclalof* 
E -nil  ClaAclultl 
Wilfred  P  Cohen 
An9«lo  Corva 
J  Ollvar  C'om 
C»orqf  C  0»d« 
Fr»d  beUanels 
Geo'oe  C  0»mpiier 
Chariaa  OiCkrrM>n 


Thorria*  A  Oor**rty 
Crtanc*  OoUn 
fiob«1  Outty 
RicMrO  t>u'*'>« 
Merman  Fialtaow 

Barnard  Fi«l«r 
W.ndeld  Fromm 
Edwin  Gail»9r>cr 
Jonn  &»niw  ng 

George  G*^      »i 

Allan  Gmicfton 
tJorvel  GoidbciQ 


J  Pelar  Graca 
Edward  Gunnlgle 
M»gr  Thomas  Hartm*n 
JacK  Hausman 
Oxarlea  F  Hay>*Brd 
Ray  Heathenon 
William  Hoellmg 
Gaorge  HoRman 
William  Hophlns 
Anhu-  Mug. Jr 
Ror\e.?  Johanien 
Oavta  Kadaoa 
Walter  Kaner 
Bob  Keeshan 


Chetler  C  Kal**y 
John  VN  Klein 
0'  L*«  Koopelman 
A&r»ham  Kraanori 
Jack  H  KufU 
AitMn  Lippen 
Thomas  Lovely 
John  Luch^nger 
Or  John  UartM'ger 
Bishop  John  R  ImcGartn 
RoMn  McMillan 
Dorolhy  Mehrilla 
Cn  M«rolla 
Mary  Anna  Mayrr 


Rot>*r1  E  yilchell 
Nick  Monta 
T1U  &  Jcteph  Uonti 
J  Kevin  Murphy 
Salveiore  J  Nuuo 
Vlr>cent  0'L**ry 
Hicruel  PmaCMcO 
Louli  A  Ptelh* 
Chan**  R  Pwn:e 
Joa*ph  Pinlef 
Jor^rt  Racane: 
Dor -it?  nechter 
Ja^k  ReneOata 
Gerald  P  Aoortey 


Arthur  Rolh 
David  Saltan 
Arnold  &  Joan  Saluma 
Ouonlln  Samml* 
Robert  0  Schaulng 
Ataiander  Schura 
Maroia  0  Shapiro 
Jo»«ph  G  Shapiro 
William  Shea 
Dr  Jamea  Shuart 
Eleanor  Slmpton 
Ceorffe  Skurla 
Sally  Ann  Slacha 
Jamei  J  Sm.ih 


Franas  J  Sorg  Jr 
Warren  SpeJiman 
1  Jerry  Sp'e-gel 
Sleomurtd  Spl*9e< 
Dr  Benjamin  Slain 
Eugene  Sullivan 
Eltlon  Swanson 
William  Tjwoulare 
Gilbert  T<liei 
Barnard  U  Vinaon 
Ronald  J  Waiebny 
Robert  L  Wendi 
David  WeHermam 
John  Wh.ie 
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SISTER  PATRICIA  A.  MORRIS,  O.P.,  PH.D. 

VICE  PRESIDENT  FOR  ACADEMIC  AFFAIRS,  MOLLOY  COLLEGE 

MARIA  RECINA  HALL 

(DOMINICAN  SISTERS'  FACULTY  HOUSE) 

1000  HEMPSTEAD  AVENUE 

ROCKVILLE  CENTRE,  N.Y.  11570 

Born:  January  6,  1931,  Jamaica,  Queens,  New  York 

Parents :        Canice  (deceased)  and  Beatrice  McGillivray  --  both 
of  Brooklyn,  New  York 

Religious  Congregation  of  the  Sisters  of  St.  Dominic 

Entrance  Date:       igS**  Religious  Profession:     1956 

EDUCATION 

Ph.D.      French     Graduate  Center  -  City  University  of  New  York 
M.A.       French     Catholic  University  of  America 
B.A.       French     St.  John's  University 

Permanent  New  York  State  Certification  -  French  and  Spanish  7-12 

Other  Studies: 

Spanish  Language  St.  John's  University     1962 

Russian  Language  MoUoy  College       1963-1965 

French  Culture/Language  University  of  Paris       1970 

French  Literature  French  Institute,  NYC     1979 

PROFESSIONAL  EXPERIENCE 

Vice  President  for  Academic  Affairs  -  Molloy  College  1980- 

Chief  academic  advisor  to  the  President.  Responsibilities  include: 

--  evaluating  and  administrating  all  academic  affairs  of  the 
Col  1 ege 

reviewing  and  evaluating  existing  academic  programs,  in 
cooperation  with  appropriate  officers  and  committees  and,  upon 
approval  of  the  President,  modifying  curricula  to  meet  changing 
needs  of  current  and  potential  students 

--  reviewing  proposals  for  new  programs  and  transmitting  them  to 
the  President  and  appropriate  accrediting  agencies. 

--  reviewing  and  approving  departmental  budgets  and  those  prepared 
by  the  offices  under  the  responsibility  of  the  Vice  President  for 
Academic  Affairs 

--  preparing  and  submitting  accreditation  reports  -  Middle  States, 
New  York  State  Master  Plan,  Periodic  Review  Reports,  etc. 

establishing  criteria  for  data  collection  and  making 
recommendations  based  upon  interpretation  of  academic  program 
reviews.  Instructional  Cost  Analysis,  enrollment  impact  on  staffing 
and  curriculurr.  studies. 
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other  Duties/Responsibilities; 
Curriculum  Development: 

1.  Responsible  for  design  of  a  Freshman  Studies  Program  with  a 
one-credit  course  obligatory  for  all  freshmen  (The  College 
Experience).   One  of  the  course  instructors. 

2.  Serve  on  all  college  curriculum  committees  and  prepare 
proposals  for  State  Education  Department  approval. 

3.  Work  closely  with  academic  departments  on  updating,  revising 
and  evaluation  of  offerings. 

U.         Teach  upper  division  French  courses. 

Teacher  Professional  Preparation 

1.  Work  closely  with  the  Education  Department  to  insure  that 
students  receive  best  possible  preparation  for  entrance  into  the 
teaching  profession. 

2.  Support  and  endorse  work  of  College  Faculty  Development 
Program  to  foster  professional  exchange  among  faculty. 

3.  Encourage  faculty  to  continue  studies  and  obtain  higher 
degrees . 

If.  Discuss  graduate  studies  with  students,  write  letters  of 
recommendation  for  qualified  individuals. 

Art  i  culat  ion 

1.  Member  of  Middle  States  Standing  Committee  on  School  and 
College  Relations  -  7  years 

2.  Responsible  for  articulation  agreements  with  Rockville  Centre, 
Massapequa  and  Freeport  Teachers  Associations. 

3.  Direct  program  offering  college  credit  to  qualified  high 
school  students  for  courses  taken  while  in  high  school. 

** .  Direct  a  large  Associate  Degree  program  for  recent  immigrants 
--  given  both  on  campus  and  at  off-site  locations. 

Assessment 

1.  Serve  as  evaluator  for  Middle  States.  Co-chaired  a  visiting 
team  to  Catholic  University  of  Puerto  Rico  -  November  1992. 

2.  Chair  Steering  Committees  for  Self-Study  Reports  and  team 
visit  preparation. 

3.  Developing  a  program  for  on-going  assessment  ofteaching/ 
learning  at  College. 
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k.         Evaluator   of   Undeclared   Majors   Program   -   S.U.N.Y.   at 
Parmingdale . 

5.    Judge  in  Newsdav  High  Honors  Competition  on  three  occasions. 

Teaching  Experience 

College  Language  Teacher  -  Molloy  College  1970  -  Present 

1985  -  Professor 

1979-1980       Associate  Professor 

1974-1979       Assistant  Professor 

1970-197i»       Instructor 
Presently  teaching  French  Conversation.  Have  taught  all  levels  and 
types  of  French  courses,  both  language  and  literature. 

Elementary  School 

St.  Michael's  East  New  York  1951-195'» 

St.  Catherine  of  Sienna  Franklin  Square,  N.Y.     1956-1960 

St.  Peter's  School  MonticeUo,  N.Y.  1960-1962 

St.  Boniface  School  Elmont,  N.Y.  1962-1963 

Secondary  School 

Queen  of  the  Rosary  H.S.  AmityviUe,  N.Y.  1963-1965 

St.  Agnes  High  School     RockviUe  Centre,  N.Y.    1965-1969 
St.  Agnes  Academic  H.S.   College  Point,  N.Y.       1969-1970 

PROFESSIONAL  MEMBERSHIPS 

American  Association  of  Higher  Education 

Association  of  Academic  Affairs  Administrators 

Middle  States  Committee  on  School  and  College  Relations 

Institute  of  Renaissance  Interdisciplinary  Studies 

New  York  State  Association  of  Foreign  Language  Teachers 

Ph.D.  Alumni  Association  CUNY  -  Vice  President 

Institute  of  Cross  Cultural  and  Cross  Ethnic  Studies  Board  of  Directors 

PUBLICATIONS 

"The  Place  of  Foreign  Languages  in  the  College  Curriculum",  Bulletin. 
New  York  State  Association  of  Foreign  Language  Teachers,  November  1981. 

"Articulation:    The   Why   and   the  How",   Bui  let  in .   New  York   State 
Association  of  Foreign  Language  Teachers,  May  1980 


"Communication",  Mollov  Microcosm.  March  1976 


PAPERS  PRESENTED 


"The  Coping  Commuter"  -  Freshman  Year  Experience  Conference.   Baltimore, 
Maryland  November  1991 

"The  Advantages  of  a  Small  College"  -  Glen  Cove  Kiwanis  Club  May  1991 
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APPENDIX  3 


MEMORANDUM  OF  UNDERSTANDING 


BETWEEN 


MOLLOY  COLLEGE 


AND 


ACADEMY  FOR  JEWISH  EDUCATION 


1991-1992 
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AGREEMENT 

THIS  AGREEMENT  is  entered  into  upon  the  day  and  date  last 
below  written,  by  and  between  MOLLOY  COLLEGE  (hereinafter 
"MOLLOY"),  a  non-profit  institution  of  postsecondary  education 
duly  authorized  to  operate  in  the  State  of  New  York,  and  ACADEMY 
FOR  JEWISH  EDUCATION  (hereinafter  "AJE" ) ,  a  non-profit  New  York 
corporation  duly  authorized  to  operate  within  the  State. 

WITNESSETH: 

WHEREAS  MOLLOY  and  AJE  desire  to  enter  into  a  cooperative 
agreement  for  the  mutual  expansion  and  enhancement  of  their 
educational  programs; 

THEREFORE  BE  IT  AGREED  AS  FOLLOWS: 

1.  Academic  Program:  MOLLOY  and  AJE  agree  to  work 
cooperatively  In  the  development  and  implementation  of  academic 
programs  under  this  Agreement.  MOLLOY  agrees  to  provide  AJE 
with  advice  and  guidance  in  the  development  and  adaptation  of 
one  or  more  of  its  academic  curricula  in  accordance  with  the 
curriculum  priorities  set  forth  by  MOLLOY.  AJE  agrees  to  provide 
assistance  and  support  to  MOLLOY  in  the  implementation  of  the 
academic  programs,  including  the  provision  of  instructional 
systems  or  modules  which  MOLLOY  may  at  its  option  incorporate  in 
I 
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whole  or  in  part  into  its  instructional  program.  A  description 
of  the  academic  assistance  to  be  provided  by  AJE  under  this 
Agreement  is  set  forth  in  Attachment  A.  It  is  expressly 
understood  and  agreed  that  all  aspects  of  the  educational 
program  established  under  this  Agreement,  including  but  not 
limited  to  the  curriculum,  course  offerings,  course  content  and 
academic  evaluation,  shall  be  subject  to  the  final  approval  of 
MOLLOY. 

2.  Program  Participants.  AJE  will  counsel  and  Identify 
prospective  applicants  to  the  programs  developed  and  offered 
under  this  Agreement.  Students  accepted  into  these  programs  are 
required  to  meet  the  regular  admission  requirements  of  MOLLOY. 
Once  admitted,  they  will  be  accorded  all  of  the  rights  and 
privileges  of  fully  matriculated  MOLLOY  students,  including  the 
use  of  all  campus  resources  and  facilities  and  the  receipt  of 
MOLLOY  identification  cards.  Such  students  will  earn  MOLLOY 
credits  for  successfully  completing  courses  taken  under  this 
Agreement. 

3  .    Instructors . 

a.   AJE  will  submit  to  MOLLOY  the  names  and  credentials 

of   qualified  individuals  vho  may  serve  as  instructors  under  this 

Agreement.   Such   individuals  are  required  to  possess  credentials 

appropriate  to   college-level  instruction,  as   determined  in  the 

sole   discretion  of   MOLLOY.  Such   individuals    who   meet   the 
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qualifications  and  standards  of  MOLLOY  shall  be  eligible  to  serve 
as  Instructors  for  programs  developed  under  this  Agreement,  shall 
be  appointed  by  MOLLOY  as  adjunct  faculty  of  MOLLOY  with  the 
title  of  Adjunct  Lecturers,  and  shall  also  be  employed  by  AJE  as 
faculty  members.  Individuals,  recommended  by  AJE  who  do  not  meet 
the  qualifications  and  standards  of  MOLLOY  shall  not  serve  as 
instructors  of  any  programs  developed  under  this  Agreement.  The 
determination  whether  any  individual  meets  and  continues  to  meet 
the  qualifications  of  MOLLOY  faculty,  including  the  authority  to 
terminate  any  such  Individual  as  a  MOLLOY  faculty  member,  shall 
be  made  in  the  sole  disicretion  of   MOLLOY. 

b.  The  responsibility  of  individuals  named  as  adjunct 
faculty  members  of  MOLLOY  under  this  Agreement  will  include,  but 
not  be  limited  to,  classroom  instruction,  curriculum  planning, 
lesson  planning,  monitoring  student  progress  through  periodic 
examinations  and  end-term  examinations,  and  reviewing  and 
evaluating  student  reports  and  independent  projects.  Adjunct 
faculty  members  of  MOLLOY  under  this  Agreement  shall  be  subject 
to  supervision  by  regular  MOLLOY   faculty. 

c.  MOLLOY  shall  offer  partial  tuition  waivers  to  any 
person  appointed  as  a  MOLLOY  adjunct  faculty  member  under  this 
Agreement,  according  to  practices  and  procedures  afforded  MOLLOY 
faculty  members  as  described  in  the  MOLLOY   Faculty  Handbook. 

d.  Individuals  appointed  as  adjunct  faculty  members  of 
MOLLOY  under  this  Agreement  and  who  are  faculty  of  AJE  shall  be 
compensated  by  AJE. 
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4.  Liaison  Personnel.  MOLLOY  and  AJE  will  each  designate  a 
liaison  person  to  assist  in  the  implementation  of  these 
programs . 

5.  Technical  Support.  AJE  shall  provide  MOLLOY  with  such 
technical  support  services,  including  but  not  limited  to  the  use 
of  facilities  and  equipment,  as  AJE  and  MOLLOY  may  mutually 
agree,  as  set  forth  in  Attachment   B  of  this  Agreement. 

6.  Payments  and  Compensation. 

a.  Students  enrolled  in  programs  implemented  under 
this  Agreement  shall  pay  all  tuition  and  fees,  as  described  in 
Attachment  C,  to  MOLLOY,  according  to  the  tuition  charges  and 
payment  schedules  established  by  MOLLOY. 

b.  In  consideration  of  the  services  provided  by  AJE 
under  this  Agreement,  MOLLOY  agrees  to  compensate  AJE  at  a  rate 
as  set  forth  in  Attachment  C  to  this  Agreement.  Such 
compensation  shall  be  paid  to  AJE  in  installments  according  to 
the  schedule  set  forth  in  Attachment  D  to  this  Agreement.  The 
dollar  amount  of  each  payment  will  depend  on  the  funds  received 
from  the  students  for  tuition  and  fees  on  that  date.  MOLLOY  may 
withhold  an  installment  payment  to  AJE  on  behalf  of  a  student  if 
MOLLOY  has  not  received  from  that  student  the  portion  of  the 
tuition's  tuition  and  fees  payment  corresponding  to  that 
installment . 
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c.  If  MOLLOY  withholds  an  installment  payment  to  AJE 
on  behalf  of  any  student  under  this  paragraph,  MOLLOY  shall 
remit  such  payment  to  AJE  promptly  upon  receipt  of  that 
student's  payment  of  the  portion  of  the  student's  tuition  and 
fee.  If  MOLLOY  withholds  an  installment  payment  to  AJE  under 
this  paragraph,  MOLLOY  shall  promptly  notify  AJE  in  writing  of 
such  withholding  and  of  the  total  amount  paid  to  MOLLOY  to  date 
by  that  student. 

7.  Scholarship  Assistance.  In  the  event  a  student  duly 
accepted  into  the  program  under  this  Agreement  is  unable  to  pay 
the  full  tuition  and  fees  therefor  from  all  sources  reascr.='hly 
available  to  the  student,  including  but  not  limited  to  personal 
and  family  resources  and  such  student  financial  assistance  to 
which  the  student  may  be  entitled,  AJE  shall  award  scholarship 
funds  to  the  student  to  make  up  the  difference  in  the  amount  the 
student  pays  and  the  full  cost  of  tuition  and  fees.  AJE  shall 
remit  any  such  scholarship  funds  to  MOLLOY  on  behalf  of  the 
student.  A  duly  accepted  student  shall  at  minimum  mean  one  who 
attends  classes  for  a  minimum  of  five  weeks. 

8-  Term  of  Agreement.  The  term  of  this  agreement  shall 
commence  on  the  date  this  Agreement  is  signed  by  the  parties, 
and  shall  end  on  June  30,  1992  unless  sooner  terminated  as 
herein  provided.    This  agreement   may  be  renewed    annually   for 
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periods   of  one   year  commencing   on  July   1,  1992,   provided  the 
parties  enter  into  a  written  agreement  to  that  effect. 

9 .    Termination . 

a.  MOLLOY  may  terminate  this  Agreement  upon  the 
failure  of  AJE  to  provide  the  services  and  facilities  set  forth 
above,  or  upon  the  termination  by  MOLLOY  of  the  academic 
programs  contemplated  hereunder,  provided  MOLLOY  shall  provide 
AJE  with  sixty  (60)  days'  written  notice  of  intention  to 
terminate  for  material  failure  to  perform  and  six  (6)  months' 
written  notice  of  intention  to  terminate  on  the  basis  of 
termination  of  the  academic  programs.  In  the  event  of 
termination  for  failure  to  perform,  the  termination  shall  be 
deemed  withdrawn  if  AJE  shall,  prior  to  the  expiration  date  of 
the  notice  of  termination,  remedy  the  default  to  the 
satisfaction  of  MOLLOY,  as  determined  at  MOLLOY's  sole 
discretion. 

b.  AJE  may  terminate  this  Agreement  upon  the  failure 
of  MOLLOY  to  fulfill  its  obligations  set  forth  above,  or  upon 
the  termination  by  MOLLOY  of  the  academic  programs  contemplated 
hereunder,  or  upon  the  termination  by  AJE  of  the  services  and 
facilities  set  forth  above,  provided  that  AJE  shall  provide 
MOLLOY  with  sixty  (60)  days'  written  notice  of  intention  to 
terminate  for  material  failure  to  perform  and  six  (6)  months' 
written  notice  of  intention  to  terminate  on  -he  basis  of 
termination  of  the  academic  programs  by  MOLLOY  or   of  terminat-lon 
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of  the  services  and  facilities  by  AJE.  In  the  event  of 
termination  for  failure  to  perforin,  the  termination  shall  be 
deemed  withdrawn  if  MOLLOY  shall,  prior  to  the  expiration  date 
of  the  notice  of  termination,  remedy  the  default  to  the 
satisfaction  of  AJE,  as  determined  at  the  sole  discretion  of 
AJE. 

c.  If  this  Agreement  is  terminated  by  either  party 
for  any  reason,  MOLLOY  shall  remain  obligated  to  compensate  AJE 
according  to  the  terms  set  forth  in  paragraph  6  above  and  in 
Attachment  D. 

10.  Notice .  Any  notice  required  under  this  Agreement  to  be 
given  by  one  party  to  the  other  party  shall  be  given  to  the 
President,  when  the  notice  is  to  be  given  to  MOLLOY,  and  shall 
be  given  to  the  Dean  when  the  notice  is  to  be  given  to  AJE. 

11.  Amendments .  This  Agreement  may  be  amended  or  modified 
only  upon  the   written  consent  of  MOLLOY  and  AJE. 

Agreed  to  this  day  of  19 . 


MOLLOY  COLLEGE  ACADEMY  FOR  JEWISH 

EDUCATION 


BY: BY:  

S.  Janet  A.  Fitzgerald,  O.P.       Brenda  Bodner 
President  President 
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ATTACHMENT  A 


AJE  vlll  provide  the  following  academic  assistance  to  MOLLOY : 

1.  Teaching  faculty  and  support  personnel,  as  approved 
by  MOLLOY  according  to  Its  established  criteria. 

2.  Curriculum  planning  and  development.  Including: 

a.  Curriculum  materials 

b.  Audio-visual  materials 
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ATTACHMENT  B 
AJE  will  provide  the  following  technical  support  for  MOLLOY : 

1.  Physical  Facilities 

a.  Appropriate  Classrooms,  Lecture  Halls,  Study 
Rooms,  Offices 

b.  Telephone  Services 

c.  Light,  Heat  and  Power 

d.  Complete  Maintenance  Service 

e.  Building  Cleaning  and  Repair 

f.  Advertising  and  Printing 

g.  Custodial  Services 
h.    Insurance 

2.  Ancillary  Services 

a.  Transportation  Service 

b.  Cultural  Enrichment  Programs,  Including  Trips  to 
Museums,  Concerts,  Sight-seeing  and  Tours  of 
various  communities,  to  enhance  the  program  of 
instruction . 
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ATTACHMENT  C 


1.  Student  tuition  per  semester  shall  be  three  thousand 
nine  hundred  dollars  ($3,900.00)  and  registration  and  university 
fees  per  semester  shall  be  fifteen  dollars  ($15.00),  for  a  total 
tuition  and  fees  charge  per  semester  of  three  thousand  nine 
hundred  fifteen  dollars   ($3,915.00). 

2.  MOLLOY  will  compensate  AJE  at  the  rate  of  three 
thousand  three  hundred  dollars  ($3,300.00)  per  student  for  the 
Fall  1991  semester  and  three  thousand  three  hundred  dollars 
($3,300.00)  for  the  Spring  1992  semester  for  services  provided 
under  this  Agreement. 

Payments  will  be   made  to  AJE   as  soon  as   Pell  and  TAP   are 
received   by  Molloy  College. 
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ATTACHMENT  D 


Compensation  Schedule 


Date  of 
Installment 

End  of  1st 
week  of 
semester 


Amount  of 
Installment 

700.00 


Minimum  Payment  that  Must  have 
Been  Made  by  Student  to  MOLLOY 
before  MOLLOY  is  Required  to 
Remit  this  Installment  to  AJE 
(cumulative  ) 

850.00 


End  of  3rd 
week  of 
semester 


700.00 


1700.00 


End  of  5th 
week  of 
semester 


700.00 


2550.00 


End  of  8th 
week  of 
semester 


700.00 


3400.00 


Last  day  of 
semester 


500.00 


4000.00 
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ADDENDUM 

AJE  vill  reimburse  MOLLOY  COLLEGE  for  the  salaries  of 
Instructional  faculty  paid  by  the  COLLEGE  at  the  following  rate: 
$450.00  per  credit  hour  plus  PICA 
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Senate  Penntmirt  Svbcommittee 
08  investigations 

EXHIBIT  #     ^° 

AFFIDAVIT 

OF 

DONALD  S.  BLUESTONE 

I,  Donald  S.  Bluestone,  of  New  York,  New  York,  make  the 
following  statement  to  the  Staff  of  the  United  States  Senate 
Permanent  Subcommittee  on  Investigations  of  the  Committee  on 
Governmental  Affairs.  I  make  this  statement  in  lieu  of  formal 
deposition  by  the  Subcommittee,  for  which  I  have  received  a 
notice  and  subpoena . 

My  name  is  Donald  S.  Bluestone.  I  am  the  executive 
director  of  the  Mosholu-Montef lore  Community  Center,  which  is 
located  at  3450  De  Kalb  Avenue,  Bronx,  New  York.  The  Community 
Center  is  a  not-for-profit  enterprise  v/hich  services  the  Nor%70od 
-  Mosholu  Parkway  section  of  the  Bronx.  Our  annual  budget  is 
approximately  $4  million.  We  receive  Federal  and  State 
Government  support,  private  donations,  and  some  of  our  revenue  is 
generated  from  fee  for  service  programs .  The  community  center 
has  been  providing  a  wide  range  of  programs  and  services  since 
1944,  striving  to  assist  the  community,  which  is  torn  apart  by 
racism,  ethnic  isolation,  drugs,  poverty,  and  poor  health  by 
providing  a  warm  and  caring  professional  staff  for  newborns  to 
the  elderly.  While  we  receive  a  major  part  of  our  funding  from 
the  UJA-Federation  of  Jewish  Philanthropies,  we  are  open  to 
everyone,  stressing  religious,  racial,  ethnic,  and  cultural 
respect  to  all  groups  who  use  the  Community  Center. 

Some  of  the  services  and  progrcims  offered  at  the  Community 
Center  are  specifically  designed  to  help  immigrants  in  getting 
settled  in  the  United  States.  Due  to  the  very  large  influx  of 
Russian  immigrants  here,  our  efforts  are  focused  on  assisting 
this  group. 

Our  Russian  Jewish  Settlement  and  Outreach  Center  provides 
help  with  apartments,   jobs,   social  clubs,   adjusting  to  the 
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neighborhood,  making  new  friends,  child  care,  training,  and  in 
learning  English. 

During  the  early  summer  of  1991,  we  were  providing  English 
language  classes  to  approximately  100  Russian  immigrants,  at  no 
cost  to  the  student.  We  were  using  volunteer  instructors  to 
teach  "survival"  (very  basic)  English.  The  need  for  this  service 
was,  and  is,  evident  in  the  community,  and  I  spread  the  word  that 
we  needed  more  volunteer  instructors . 

In  the  late  summer,  1991,  I  received  a  call  from  Rachel 
Altheim,  representing  the  Sara  Schenirer  Teachers  Seminary,  the 
main  campus  of  which  is  located  in  Brooklyn.  Rachel  Altheim  told 
me  that  Sara  Schenirer  could  arrange  a  program  whereby  the 
Russian  immigrants  could  receive  a  $4  00-per-year  stipend  and 
learn  English  at  the  same  time;  there  would  be  no  cost  to  the 
student. 

We  agreed  that  the  Sara  Schenirer  Teachers  Seminary  would, 
using  its  professional  faculty,  teach  English  to  any  of  the 
former  Russians  in  the  community.  Most  of  the  targeted 
population  are  elderly,  and  their  educational  background  varies 
widely.   Some  appear  to  have  had  limited  formal  education. 

In  the  fall  of  1991,  Sara  Schenirer  Teachers  Seminary 
enrolled  hundreds  of  Russian  immigrants  in  the  English  classes. 
The  students  were  very  pleased  with  the  instruction,  and 
particularly  happy  that  they  were  being  paid  to  attend  the 
classes.  Enrollment  took  place  at  the  Community  Center,  and 
Center  employees  assisted  Sara  Schenirer  employees  in  filling  out 
the  forms  with  the  students.  One  part  of  the  enrollment  process 
consisted  of  having  the  student  sign  a  Federal  Pell  Grant 
application. 

As  time  went  on,  I  began  hearing,  through  my  employees  and 
some  of  the  students,  that  students  were  having  a  difficult  time 
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in  learning  the  languages  that  Sara  Schenirer  was  teaching  to 
them.  I  then  discovered  that  the  students  were  not  only  being 
taught  English,  but  also  Hebrew.  I  was  very  concerned  about 
this,  because  now  these  Russians  -  most  of  whom  were  elderly  - 
were  expected  to  learn  two  separate  alphabets  and  languages.  I 
felt  and  still  feel  that  this  is  ridiculous.  I  cannot  imagine 
how  these  poor,  unfortunate  refugees  could  be  expected  to  learn 
two  foreign  languages  simultaneously. 

At  the  same  time,  I  learned  that  the  classes  were  being 
expanded  to  include  not  only  the  English  and  Hebrew  languages, 
but  also  Orthodox  Jewish  religion.  The  classes  were  not 
informing  these  people  of  their  religious  "roots"  but  were,  I  was 
told,  teaching  them  to  live  Orthodox  lives.  I  was  told  that  the 
students  were  being  told  that  they  must  live  Kosher  lives  and 
that  their  households  could  be  inspected  to  make  sure  they  were 
living  Kosher.  I  became  very  concerned  about  this  information. 
These  students  told  me  that  they  really  like  learning  about  the 
Bible,  but  some  were  not  prepared  -  nor  did  thoy  wish  -  to 
convert  to  Orthodox  Judaism. 

This  information  causc>d  me  to  complain  .to  some  of  the 
instructors .  I  told  them  that  I  had  heard  that  some  of  the 
students  were  concerned  about  being  expected  to  learn  Hebrew,  a 
language  that  would  be  of  very  limited  use  to  them,  and  about  the 
complaints  concerning  their  feeling  they  were  being  forced  to 
abide  by  strict  Orthodox  Judaism.  The  instructors  backed  off  a 
little,  and  things  returned  to  normal,  as  far  as  I  could  tell. 
The  semester  ended  in  the  summer  of  1992,  and  Sara  Schenirer  did 
not  offer  language  instruction  to  the  students  during  the  summer. 

In  the  fall  of  1992,  Sara  Schenirer  did  not  return  to  the 
Community  Center  to  offer  the  classes,  however  they  co.ntinued  to 
enroll  students  in  their  program.  I  called  to  as-:ertain  why  the 
school  was  no  longer  offering  the  English  programs  at  the 
Community  Center,  and  was  told  that  the  school  wanted  better 
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classrooms  -  they  had  moved  to  the  Kingsbridge  Center  of  Israel, 
an  Orthodox  synagogue.  The  school  later  moved  the  classes  to  the 
Bronx  House  Jewish  Community  Center,  located  at  990  Pelham 
Parkway  South,  because  they  had  to  use  an  authorized  extension 
site.  I  was  concerned  that  the  students  had  to  travel  so  far  for 
the  instruction,  especially  since  we  offered  other  programs  for 
the  same  population  at  our  community  center.  Sara  Schenirer  is 
now  operating  buses  to  transport  the  students  to  and  from  their 
classes  at  the  Bronx  House.  Many  immigrants  have  not  returned  to 
the  other  programs  at  our  community  center.  I  have  been  told  by 
members  of  the  immigrant  community  that  they  have  been 
discouraged  from  returning  to  Mosholu-Montef lore  Comnvunity 
Center,  because  we  service  a  broad  spectrum  of  people,  not  just 
Jewish  patrons.  I  also  discovered  that  the  school  was  paying 
rent  to  the  Bronx  House  Community  Center.  This  was  never  the 
case  at  the  Mosholu-Montef lore  Community  Center;  we  never  charged 
or  received  payment  of  any  kind  from  the  Sara  Schenirer  School, 
and  there  was  never  any  charge  to  the  student. 

I  became  so  concerned  about  this  situation  that  I  wrote  to 
the  school  on  October  2,  1992,  complaining  about  their 
exploitation  of  the  Russian  immigrants  and  the  Federal  student 
aid  program.  Attachment  Number  1  to  this  affidavit  is  a  copy  of 
that  letter. 

Shortly  thereafter,  I  received  a  letter  from  Sara 
Schenirer  Teachers  Seminary,  from  Rabbi  Michoel  J.  Meisels,  the 
Dean  and  President,  dated  October  9,  1992,  defending  their 
program.  A  copy  of  that  letter  is  Attachment  Number  2  to  this 
affidavit. 

I  also  provide  to  the  Subcommittee,  as  Attachment  Number  3 
to  this  affidavit,  a  copy  of  a  letter  that  Sara  Schenirer 
Teachers  Seminary  sends  to  its  students,  advising  the  students 
that  they  are  eligible  for  a  $2,400  Pell  Grant,  and  that  the 
grant  is  being  credited  to  their  outstanding  tuition  balance. 
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The  letter  goes  on  to  say  that  any  excess  Pell  Grant  funds  will 
be  refunded  to  the  student.  In  a  separate  paragraph,  the  school 
advises  the  student  that  the  student  will  receive  an 
institutional  scholarship  in  the  amount  of  $200.00  per  semester, 
leaving  the  impression  that  the  $200  is  a  school  scholarship 
above  and  beyond  the  Pell  Grant  award.  I  do  not  believe  this  is 
the  case.  Since  none  of  the  students  pay  any  money  for  the 
classes,  I  believe  the  school  is  merely  paying  off  the  students 
with  some  of  the  students'  own  Pell  Grant  award. 

I  find  this  situation  intolerable  and  disgraceful.  I  am 
very  concerned  that  these  immigrants,  most  of  whom  survive  on 
Government  programs  to  begin  with,  are  being  used  by  the  school 
so  that  the  school  may  benefit  from  the  Federal  Program. 

I  have  read,  reviewed,  and  initialed  each  page  of  this 
statement  consisting  of  five  pages,  and  I  affirm,  to  the  best  of 
my  knowledge  and  belief,  that  the  statements  contained  herein  are 
true  and  correct . 


Attachments 
Number  1 : 

Number  2 : 


Number  3 : 


Letter,  October  2,  1992,  from  Donald  Bluestone  to 
Rabbi  Maisel  (sic)  Sara  Scheniren  (sic)  School. 
Letter,   October  9,   1992,   from  Rabbi  Michoel   J. 
Meisels,  Sara  Schenirer  Teachers  Seminary,  to  Mr. 
Donald  Bluestone. 

Financial  Aid  Award  Letter,  Sara  Schenirer  Teachers 
Seminary  to  "Dear  Student." 


OcA^Jy^/c 


Donald  S.  Bluestone 
Date:  


Affirmed  to  and  subscribed  before  me 


this 


_day  of 


y^,^- 


1993 


J 


I.   -,- 


AS^- 


Notary  Public 
'My  commission  expires; 


z' 


^ 


NoBurr  P«!'«<-  ^^ 
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MOSMOLUMONTEFIORE  COMMUNITY  CENKR  .  tiAr  min  riumi^  NtwM«ii  miiinipir  .  m-j\i«  oik  «vi     nnoHi  n  t  \nir./ 

pi7i«ii7  «ntin  .!>.  •  i?i?i  B«?rivn 


(i<-  r  i>|T.r    ?  , 


I  PT? 


Sar.T    Sclienirpn    Srrliool 
A622    foiirLepnHi    nveniip 
Drooklyn,     Now    Ynrk     11719 


Dear    Rabbi    MajspJ; 


This    letter    if    to    jnTorm    yon    LI'.tI     t  lir^   Mnr.linln    ru>iil  o  rioro    Commnnity 
Center    will     not     toJeratp    ymn     o;<|>lciilnl  itiii    '<  r    l  lir-     r'ii<;<:inn    rr>mmiiii  i  t  V 
in    tlorwoDfl    .iiul    K  i  iiq<:br  j  dijo    lioiyMr. 

You    have    bef»n    iiping    Governnifiil    numpy    I  <i    T'm  t'-    i  hr«:f»    pocr    uti  fort  tin.i  I  p 
people    to    learn    religion,     nibliral    Mebrrw,    ?iif1    Kashrnh,    all     taught 
by    nabbip.       Yo«i    are    using    Grivprnm(?nt    rental     Tpos    ^{l    snpport 
religious    institutions    whr>n    pnhl  vr    on^s    am    nvnilnble.       Vnii    nro 
paying    brjlx-'    munpy    of    S^no    ppi     yonr    por    sliulonl      frir    I  lipse    now   .lowirh 
immigrants     In    come     to    yonr    procirnms    wlir>n    v»iii    liir>w    vory    well     this 
money     is     for    books      (which    yon    <l(i    tml      ipqniio     l  lir^y    hny);     nncl  ,     ovr  r 
95^^    of    the    ppfiplr    yon    arP     lonchirui,     will     Mr»vm     q*^!     r\    dnqrop     in 
Higher    Eclnrat  Jon    'hie    to    thf-ir    own     liniilr.    .tikI    llio    poor    quality    ri  r    I  lip 
teachers    yovi    *>mplc>y,     pjtis    yonr    rmplmsis    on    Tnliqinn. 

You    are    using    f^ovprnment    fniKlr    lo    convprt     I  li^ro    now     immigranis    I  r< 
Orthodox    .7nr1.T.ism,    which     is    complololy    .noaiiisl      Uio    r.op.T  rn  t  i  on    oT 
Church    and    Ptalo    principles     in    lliis    rnnntry. 


A 


I.K 


V 


II'. 


Slirrnnirn  nr  llir  ima  trnrnAiinii  m   irwirn  l-flii  UNiiiniirrr'; 
Aim  riir  iittiiin  way  ni  i:ni  am  ri  tii  vi  timi 


jcc 
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At    the    Mosholu    Montefioro    tv.niiniiii  i  I  y    Ceiilfi,    wg    hnvc    cnnipl  ct  i  n^d    for 
!     over    o    yoar    LIutL    yon    nre     fonviiui    pcoplo    to    Ipnin    Hebrew    wl.ile    I  lioy 

are    learning    F.nglisli,    flnd,     forrin-i    Wo^m    1  <>    Irnrn    1  wo   new   n  1  plial-"!  s 
:     at    tho    r,ame    time.        Your    R.Tlil.i     rh.Tr.  I  i  r.rr-    I  lir!;e    pr-nple     for    not     r.Ming 
i     Kosher     food    and    for    being    marrie>l    lo    non    .lewr. .       Our    coinpl  fl  i  pit  r.    hsve 

T 

j  readied  deaf  ears  and  you  moved  out  of  tMii  Iniililing  lo  qo\     aw.-iy  froi" 
IIS. 

In  good  conscience,  we  rnnnoL  let  you  continue  to  use  tax  pnyeis' 
money  for  your  own  ends.   We  plan  on  report jnq  your  organization  lo 
the  New  York  State  Education  nepailmenl  unless  yon  immediately  end 
yonr  programs  in  onr  cnmiiuin  i  I  y ,  iiulndinti  I  hr  r.ingsbridgo  Pentf^i  for 
Israel  site  (an  Oi  I  hodox  •lomp  1  r)  wlii.h  you  aio  ni>w  liyinq  lo  sloor 
onr  peop 1 e  I  o . 

When  the  Mosholn  Honlefiore  Cr-iiniMun  i  I  y  Cenlf-r  inviled  yonr 
organization  in  over  1  1/?  years  ago,  we  had  Imped  yon  would  tea<-h 
Englisl)  to  onr  community  of  growing  iminiyranls  fiom  I  he  foriner 
Soviet  Union  and  not  use  this  trust  for  yonr  own  agenda.   We  never 
even  charged  yo\)  rent. 

The  Government  does  not  lake  kindly  to  Ihis  man  i  |.n  1  at  j  on  of  tax 
payers'  money  as  witnessed  by  the  current  scandal  with  Rockland 
rommunity  College's  new  sqnaie  sile  and  Ihoii  liability  of  ten 
nillion  dollars  bad;  to  New  York  Stale  for  using  funds  the  same  way 

•ou  are.   This  must  sto|i. 

I  • 

■  Yours  Truly, 


rion    nluesloi'P,    M..'^.W. 
B/ng  r.jierulive    Pi  reel  or 
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SARA  SCHUNIRER 
TEACHERS  SEMINARY 


4622  -  14th  Avenue  ■  Brooklyn,  New  York  11219     •  Telephone  (718)  633-8557-8  •  Fax  (718)  435-0115 


Mn.  Mallu  Pveuky 

MenaheUs 
S»mucl  B   TVcss 
Board  of  Directors 

•  •  ■ 

Sira  Schenijtr  Seminary 

\rw  York 
Seminir  YcnishaJiyim 

Jerusalem 
Immignnt  Culture  Program 

Sen-  York 


Rabbi  Mldtocl  J.  Meisels 

t>€mH  A  Pntideni 


October  9,  1992 


Mr.  Don  Bluestone,  Executive  Director 
Mosholu  Montefiore  Community  Center 
3450  DeKalb  Avenue 
Bronx,  New  York    10467 

Dear  Mr.  Bluestone: 

Although  1  have  never  had  the  pleasure  of  meeting  you,  I  do  recognize  your  name 
and  have  heard  about  your  work  in  the  Bronx. 

While  I  appreciate  and  share  your  concern  for  the  welfare  of  the  people  you  speak 
about,  I  am  offended  by  your  accusations  and  by  your  gross  misinformation.  Had 
you  taken  the  opportunity  to  inquire  or  to  read  our  catalogue,  you  would  have 
learned  that  we  are  mandated  and  accredited  to  offer  a  program  of  studies  in 
Jewish  Culture,  and  that  is  exactly  what  we  are  doing.  Such  a  curriculum,  must 
by  law  and  does,  feature  courses  in  Hebrew,  in  Jewish  customs,  and  in  other 
areas  related  to  Jewish  culture,  traditions,  etc. 

1  quote  here  from  our  catalogue. 

"Our  goal  is  to  attract  interested  and  committed  individuals  who 
seek  to  systematically  study  their  faith  and  their  rich  culture  and 
to  equip  them  with  analytic  and  thought  skills  that  w^ll  allow  them 
to  study  and  teach  Jewish  history,  philosophy,  Talmudic  law, 
Bible,  prayer,  Hebrew  language,  and  culture. 

In  translating  this  mission  and  applying  these  principles  to  the 
student,  both  man  and  woman,  entering  the  Immigrant  Culture 
Program,    a    curricular   approach    was    developed    to   suit    the 
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background,   life-experience,  and  knowledge  of  the  immigrant 
student." 

This  is  our  mandate,  and  we  are  proud  of  our  meeting  this  mandate.  To  compare 
our  government  mandate  to  that  of  Rockland  College  which  offers  a  degree  in 
secular  studies  is  bom  of  ignorance  and  makes  me  question  your  knowledge  and 
your  motivation.  We  introduce  the  student  to  Jewish  Culture  and  do  not  force 
religion  upon  him,  as  you  suggest. 

In  our  concern  for  our  student's  welfare  and  financial  needs,  we  offer  a 
scholarship  which  is  to  be  used  for  their  persona!  "eeds,  and  is  dqI  mandated  for 
textbooks.  This,  too,  is  entirely  within  the  confines  of  educational  law,  as  is  our 
entire  program. 

We  are  proud  of  our  work  and  invest  much  time  and  effort  to  make  it  effective. 
Our  program  stands  up  to  careful  scrutiny,  as  I  would  hope  and  exp>ect  that  your 
many  and  profitable  programs  in  the  Mosholu  area  do  also,  and  that  you  are 
indeed  providing  all  the  social  services  which  are  expected  of  them. 

Sincerely, 

Rabbi  M.  Meisels, 
Dean 
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SAR7\       SCHEN  T  REFl       THTTXCHERis       SEMINARY 

4622  14  AVENUE  BROOKLYN,  N.Y.  11219 
71ft  f33-B'i';7-e 


FTNANCir^l.  rtTD  AIJAPH  I.FTTFr? 


Desr  Stir^ont  : 

B'!<S<?c(  on  t.  h»  informntion  you  hnvp  provided  to  our    office,  you 
will  be  eligible  to  receive  «  Pell  Grant  In  the  nmount  of 
*2400.00  for  tht"    1992/9?  ac*«demic  yeer  . 

This  flward  is  subject  to  your  remaining  a  full  time  student, 
maintaining  sa  t.  i  «jf  act  or  y  academic  progress,  and  f  ho  submission 
of  any  other  n«»c«»ssary  documents  requested  by  th«>  financial  aid 

office. 

This  award  will  be  credited  to  your  outstanding  tuition  balance, 
rtny  excess  wi 1 1  be  refundod  to  you . 

Also,  bas»d  on  your  need,  you  will  be  receiving  an  institutional 
scholarship  in  the  «mr>iint  of  *200  .00  per  c!omes''*»r. 

If  you  hav*  any  qLi»?tlons,  please  fee]  fr<^»    to  call  or  come  In  to 
the  of  f  i  ""e  . 

C'ricroly  viimti, 

'"TMAMi'TAi   ATP  orrirF 
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HARTSTEIK'S  CLOTHING 

5513  New  Utrecht  Avenue 

brooklyn.  NY   11219 

(718)  871-6440 


Senate  Penwiteirt  SubcommittM 
oi\  Investigations 

EXHIBIT*.  "^ 


October  3,  1991 


To  whom  it  may  concern: 


This  is  to  cerfity  that  Ms.  Rachel  Ge£fen  was  employed  in  our 
company  as  a  Alternations  Tailor  aiidnwas  paid  a  salary  of  Six  Thousand 
Thfee  Hundred  ($6,300.00)  Dollars  for  the  year  1990. 


Sincerely, 
HARTSTEIN'S  CLOTHING 


M.  Hartstein 


)ijMM 
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Oliye  Ap^rxnn 


EXCLUSIVE  GLATT  KOSHER  CATERING  FOR  ALL  OCCASIONS 

815  KINGS  HIGHWAY 

BROOKLYN. NEW  YORK  11223 

(718)339-4466 


September  5,  1990 


TO  WHOM  IT  MAY  CONCERN: 


Dear  Sir/Madam: 


This  letter  confirms  that  Mr.  Jaish  Waknin  was  employed 
by  our  company  and  was  paid  a  salary  of  Eight  Thousand 
($8,000.00)  Dollars  for  the  year  of  1989. 


Sincerely, 


Isaac  Borzikowsky 
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EXCLUSIVE  GLATT  KOSHER  CATERING  FOR  ALL  OCCASIONS 

815  KINGS  HIGHWAY 

BROOKLYN. NEW  YORK  11223 

(718)33&-4466 


June    24,    1991 


TO  WHOM  IT  MAY  CONCERN: 


Dear  Sir/Madam: 


This  letter  confirms  that  Mr.  Jaish  Waknin  was  employed 
by  our  company  and  was  paid  a  salary  of  Eight  Thousand 
($8,000.00)  Dollars  for  the  year  of  1990. 


Sincerely, 
/. 


Isaac  Boukikowsky 
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K3SHES  "R"  US 

4814  -  13th  Avenue 

Brooklyn,    NY      11219 

(718)    851-1759 


October  10,  1991 


TO  WHOM  IT  MAY  CONCERN: 


We  do  hereby  confirm  that  Mr.  David  Grynsztajn  worked 
in  our  company,  KOSHER"R"  US,  and  was  paid  a  salary  of 
Eight  Thousand  ($8,000.00)  Dollars  for  the  year  1990. 


Sincerely, 


-ex^-Tni 


Amnon  Levy 
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Senate  Penwnent  SubcommlM.r 

on  '«>«tigatioiis 
EXHIBIT*       3  9 


— '^■"■i<-.^- 


mOM  I.  eOMCAM.  MOOTH  omdi* 
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V 

Hnitd  States  3nwtc 


.«»«c-..i-o-„...»-«no.-«c-..c»-m  GovERNMEmAL  AFFAIRS  P«mimn1  SabcotnmiHec 


WASHINGTON,  DC  205 10-6250  "  '•"««'«»«»« 

EXHIBIT* il 


July   8,    1SS3 


Mr.  Simche  Waldman 

Bais  Fruma 

4601  14th  Avenue 

Brooklyn,  New  York   11219 

Dear  Mr.  Waldman: 

Your  appearance  pursuant  to  Subpoena  #E02083  served 
on  you  to  appear  for  a  deposition  in  Washington,  D.C. 
before  the  United  States  Senate  Permanent  Subcommittee 
on  Investigations  of  the  Committee  on  Governmental 
Affairs  scheduled  for  Tuesday,  July  13,  1993,  has  been 
rescheduled  for  11:00  a.m.,  Tuesday,  July  20,  1993.  You 
remain  subject  to  the  legal  requisites  of  the  subpoena. 
This  letter  is  the  only  notification  you  will  receive  of 
the  new  date  for  your  appeeirance. 

Sjfflcerely, 


Chairman 

Permanent  Subcommittee 
on  Investigations 


GionocS.  MCibAheh 


DATE: 

TO: 

FIRM: 


FAX  #.- 


FROM: 


MATTER: 
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MEISSNCR.  KueiNSCRO  a  FiNKCL       3     ''rccvEj 
2  7  S  Madison  AvtN  u  c  EuDrnf.')'*'£  per...  . 


NcwYoMK,  NcwVoNK  laoi* 
TcLCCo^icM  itit)  •••-otaa 


^y[  2  ;  /99J 


^rrt«  0.  Ck»AC* 


COUNBtL 


ASMtTTCD  IN  MBW  VOMH 


JULY  20,  1993 


TIME:  AM.IPM. 


ELEANOREJ.  HILL,  ESQ. 


PERMANENT  SUBCOMFTTEE  ON  INVESTIGATIONS 


(202)  224.1972 


GEORGE  S.  MEISSNER 


NUMBER  OF  PAGES  TO  FOLLOW:    1 
_        FOR  YOUR  INFORMATION 
_        FOR  YOUR  APPROVAL 
_        YOUR  COMMENTS  PLEASE 
_        AS  PER  CONVERSATION 

REMARKS: 


MATTER  #: 

_        REVIEW  &  CALL  ME 

_        REVIEW  «6  FILE 

_        PLEASE  CALL 

_        PHOTOCOPY/RETURN 

PHOTOCOPY  WTTH  YOUR 
SIGNATURE 


IF  YOU  DO  NOT  RECEIVE  ALL  MATERIALS 

BEING  TRANSMFITED,  PLEASE  CALL  THE 

TELECOPY  OPERATOR,  ALYSSA 

TELECOPY  REPLY  TO:  (212)  686-0252 


PLEASE  TAKE  NOTICE:    THIS  FAX  IS  CONFIDENTIAL  AND  IS  INTENDED  ONLY  FOR 
THE  PARTY  ABO}^-NAMED. 
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MEISSNER.   KlCINBERO  a  FINKEU 

275  Madibon  Avenue 

NewVowk.  NewYowk  looie 

(£12)  ea»-8eoo 
TCLECO^ItR  (CII)  e»«-otBt 

PfTca  0   ClOsi* 

•  tDBOC  S.  M&i»»HC> 

'iCMAfID  A.   FlNRil.  »t^«   C    T»AC-TM*t," 

COUMBCL 

**OM<TTeO  IN  MCWTORK 
AMD  HtM  JtMSrv 


July  20.  1993 


VU  FACSIMILE 

(202)  224-1972 


Elcanorc  J.  Hill,  Esq. 

Permanent  Subcommillcc  on  Investigations 

Committee  on  Government  Affairs 

Dear  Ms.  Hill: 

This  is  to  confirm  our  conversation  requesting  an  adjournment  of  Rabbi  Simcha 
Waldman's  appearance  for  a  deposition  to  be  conducted  by  the  staff  of  the  U.S.  Senate 
Subcommittee.  It  is  understood  that  Rabbi  Waldman  remains  subject  to  the  legal  requisites 
of  the  subpoena. 

Thank  you  for  your  kind  cooperation. 


ftorge  S.  Meissner 
GSM/ara 


GkOIMC  S.  MKiatXCM 
«iC"»«B  A.  Fi»«Ik 


TO: 
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MEISSNC^.  KLCINBKWO  6i  FiNKCL      BECCivfrn 


270  Madison  Avcnuc 
New  Yor»K.  New  YonK  looia 

III!)  •••-•coo 

Tclccovicr  (Jill  •••-oist 


SUBCO»/.W'  ON  WVE5T1G-10 - 

JUL  3  C  \9"3 


MAJorrvvorfics 


Prrra  D.  CbOtr" 


DATE:   July  30,  1993 


TIME   3:30  p.n.  •.o«irteoi»«iw.o«. 


Alan  Edelnan,   Esq. 


FIRM:    Pennanent  Subconanltt«»  on  Inveetigations 


FAX*: 

202-224-1972 

FROM: 

Ronald  K.  Kleinberg, 

EBq. 

MATTER:                 ' 

NUMBER  OF  PAGES  TO  FOLLOW: 
For  Your  Information 
For  Your  Approval 
Your  Conunents  Please 


MATTER:  4176 
Review  and  Call  Me 
Review  and  File 
Please  call 


As  Per  Conversation 


&££[&££&: 


_R»tum  Photo- 
copy with  Vour 
Signature 
and  Notarised 


IF  YOU  DO  NOT  RECEIVE  ALL  MATERIALS 
BEING  TRANSMITTED,  PLEASE  CALL  OUR  TELECOPY  OPERATOR 

Marilyn 

TELECOPY  REPLY  TO: 
PLEASE  TAKE  NOTICE:  THIS  FAX  IS  CONFIDENTIAL  AND  IS  INTENDED 
ONLY  FOR  THE  PARTY  ABOVE-NAMED. 
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MCISSNCA,  KlKINSCAG  &  riNKCL 

27B  MAOifON  AvCNUC 

New  Youk.  McwYoiik  lOOie 

TcLeeo^icAitit)  •••-otsa 

Prrca  D.  CbOSC* 


5*MuCk  no*«Ha>A« 

COUMSCh 


*A#MITTtO  IM  NCMT' 

*«o  new  JCMsrr 


July   30,    1993 


via  Fax  No.:  202-224-1972 

Alan  Edelinan,  Esq. 

Permanent  Subcommittee  on  Investigations 


Dear  Mr.   Edelman: 

This  is  to  confirm  that  the  request  to  adjourn  the 

deposition  of  Rabbi  Simcha  Waldman  was  based  upon  the  Jewish  t-aw 

prohibiting  any  participation  in  legal  proceedings  during  the 
Jewish  month  of  Av. 

For  your  consideration  I  am  submitting  herewith  a  letter 
from  a  noted  authority  on  Jewish  law,  Rabbi  Shmuel  Wosner, 
explaining  the  basis  for  our  request. 

My  partner  Mr.  Meissner  has  advised  me  that  he  is  meeting 
with  David  Buckley  on  August  5,  1993,  and  will  discuss  among  other 
matters  the  adjourned  date  for  the  deposition  of  Rabbi  Waldman. 

Very  truly  yours, 
la  M.  Kl«inbefg 
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'  us&TBAtmuinoM 

1307  nil^  ffXiOT  . 
BKOQCYK  Mf7  YOM^mt 
(718)  972*5700  FAX:  (Ttl)  43S-49'.($ 


V 


\ 


CfiRTIFICAlE  OF  ACCOkACY 
STATBQP    A/y 

COUNTY  OF  ><W:f 


I,  SOItA  LiniMIft  BONO  DULY  SWQKK,  DBPOffiS  A^ 

SAYSj 

Ttm  I  «a  ftaiBar  villi  bd*  tte  Bftfllih  tii4  ibt 


Tim  I  haM  BadB  iht  laubid  amlidM 'teft  tl»  uamtd 

odbsBbywtiiyihatteiifliiittiiitn^MmpiiMtttnalitioa 
to  ite  bM  of  ay  iBOvMiii.  •»%  tnd  MkC 


Sworn  to  016 
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ftABBDOCAL  COOKT 

CaiSF  JUSTICE  RABBI  ISMIIBL  WOSNE& 

KABBI QV  BNS  CBAS  AND  OELAN  OF 

BABBlNIOALCOLLaU 


0&  this  3rd  (ky  momh  of  Av»  ftJ$  ' 

(Jnly  21. 19») 

To  lUfabi  Skaehi  W«ldmtt: 

QreeEin^  and  petce  be  with  youi 

This  is  in  regard  to  the  QuPitioD  Mkod  of  tbi  RftbUakkl  AutborldM  pensiAing  to 
the  probiblUOft  at  my  panidpftion,  isvolvtoMnt  or  iibquiriss  in  t  court  of  law 
during  the  momh  of  Av. 

TidM  roling  is  based  upon  tba  Talaod.  Ttiostt  Tki&us,  p8|e  26;  Sbulohan  Oruoh 
(Code  of  Jewish  UT-f)  Sectioa  551,  tad  the  Mofen  Avrohom  (Qstm  Ribbhiai 
Authority)  hu  mied  likewise.  Sifflilady,  rnnrrtroui  Rtbbiniotl  Authotidw  hsve 
roied  that  this  prohibman  Inetadei  the  e&tia  tnooth  of  Av. 

la  ressd  to  tfao  giving  over  of  Barnes  of  other  people  for  inqulziei,  this  is  stsiedy 
foririddea.  as  expiained  in  the  Talfflttd  Tisoatt  Oiia,  pa«e  7  and  is  darivod  from 
the  words  of  King  David,  Psala  75.  Tt»  tUabaa  (Midmonidea)  has  ruled  in  the 
Section  of  the  Law  of  Dtau$OL  TlBt  Shulohan  Qrsoh  (Code  of  Jewish  Law) 
Seotion  3K.  nibscciion  19,  also  Stan  this  pfOhiUtioB.  The  Talmud  Tracate  Roah 
Haahono,  page  17,  emuneittes  the  ptmichffiantt  for  this  taDagiceao&,  and  sestand 
in  the  Shulohan  Oruch  (Code  of  Jewish  Law)  as  well  in  the  Sma's  commentaiy 
on  ths  Shuiohin  QnicL 

With  liu  bleaahigs  of  tite  Toah  and  \u  Sages, 

RABBI  DAVID  COHHN, 
SecTBary 

Offlciel  Signatsre  and  Stamp 

Trenalaiion  of  Official  Stamp  $s  followt: 

Rabbinical  Coun 

Chief  Jusaec  MM  Shrmttl  Wosner,  may  ht  live  (md  bt  wtU, 

Rabbi  ofBrm  Brak  and  Dion  ofRabbtnicai  Collate 
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^4ZL£. 


d^L  w  ,Tn. 


.(,CU  /-V'^*"  /«'^^''  /^  y'^r-  /k  hnr  a7'>t   -r>>  f)i> 

'titf  l,nl  ."^^^  ^^J^"   S^»/»vj»r;    f«C»i/'^q^^f•/' .>/-^  /^    /'/ ./ 
-^lU  "t^/r    i>6J,'»»-./»-7''>   fO'W  '*'4>^  /li/'c   'ti^^f  f'Jh'  .^ 

'7r*T»-i/'irr/ ,  i;^h^  ^'(^^ /•»'>f  %  i"' ^    "*•"'    '-""^^^  '*< 

./*e    >•«»/  ^'i?/  ^-^   ^Q-?  /!»/y 


/ 


^ir 
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YtD  STIVtM^    Ai.ASkA 

WlkltAM  S    COMI*.    MAMC 

IhaD  COCmaa*.    Miisii$f#»i 

jOn*>  mcCai\   a«lZCma 


LIOMAlir  WUSS    SlAfP  0<n[CTOD 
r*UNKL>*>  C    P0.»    MtNO*T>  S:aM   IMPUCTM  and  CHir'  COUN$t» 


Hnitd  3tatcs  Senate 

COMMITTEE  ON 
GOVERNMENTAL  AFFAIRS 

WASHINGTON.  DC  2051&-6250 


September  10,  1993 


George  Meissner,  Esquire 
Meissner,  I'.leinberg  and  Finkel 
275  Madison  Avenue 
New  York,  New  York  10016 

Re:  Deposition  of  Rabbi  Simcha  waldman 

Dear  Mr.  Meissner: 

Pursuant  to  conversations  between  the  Subcommittee 
staff  and  yourself,  this  is  to  notify  .  you  that  the 
deposition  of  your  client.  Rabbi  Simcha  Waldman,  has  been 
rescheduled  for  Tuesday,  September  14,  1993  at  10:00  a.m. 

As  you  will  recall,  this  deposition  was  originally 
scheduled  for  July  13,  1993,  but  was  adjourned  at  your 
request  until  July  20,  1993.  You  then  requested  a  second 
adjournment  of  Rabbi  Waldman 's  appearance  for  the  thirty 
days  of  the  Hebrew  month  of  Av.  This  second  request  was 
also  granted.  It  was  understood  by  all  parties  that  in 
granting  each  adjournment  Rabbi  Waldman  remained  subject 
to  the  legal  requisites  of  the  subpoena  originally  served 
upon  him. 

We  have  previously  sent  you  an  outline  of  potential 
areas  of  inquiry  which  the  staff  may  pursue  during  Rabbi 
Waldman 's  deposition.  I  emphasize,  however,  that  this 
list  is  not  meant  to  be  inclusive,  and  that  the  provision 
of  this  list  in  no  way  limits  the  staff  in  its  ability 
to  pursue  other  areas  of  inquiry'. 


Sam  Nunn,  Chairman 
Permanent  Subcommittee 
on  Investigations. 


SN/aem 
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MATTER: 


MClSSNtW.   KlCINBCHO   &   FiNKCL 

2  75  Madibom  AvcnuC 

New  YoUK.  New  YoBK  10016 

(tit)  ••»>acoo 


Eleajore  J.   Hill,  Esq. 


DATE:  September  13,  ly93 

TO: 

FIRM: ' 

FAX  #• 

FROM: 


TIME:  n-.yBtae/PM. 


202-224-1572 


Jtonald  K.   Weinberg,  Esq. 


NUMBER  OF  PAGES  TO  FOLLOW: 

FOR  YOUR  INFORMATION 

FOR  YOUR  APPROVAL 

YOUR  COMMENTS  PLEASE 

AS  PER  CONVERSATION 

r^MARKS: 


Prrca  0.  Ci.DSf ' 


COW"*«V 

Awe  M«W  JCI^BT 


Permanent  Subcaiiidttee  on  InveBtlgationa 
Qjiiidttee  on  Go\'errment  Affairs 


MATTER  #; 

RE\1EV'  i  C/CLL  ME 

P^MEW  &  FILE 

PLEASE  C-iLL 

PHOTOCOPYIRETURN 

PHOTOCOPY  WFTH  YOUR 
SIGNATURE 


IF  YOU  DO  NOT  RECEIVE  ALL  MATERKLS 

BEING  TRANSMITTED,  PLEASE  CALL  OUR 

TEIXCOPY  OPERATOR,  ADELE 

TELECOPY  REPLY  TO:  (212)  686-025: 

PLEASE  TAKE  NOTICE:     THIS  FAX  IS  CONFIDENTIAL  AND  IS  INTENDED   ONLY 
FOR  THE  PART)'  ABOl-E-NAMED. 
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■♦■■  MeIISSNER.    KlEINBERG   a    FlNKEL 

275  Madisok  Avenue 
NewYowk,  New  York  loote 

12  IE)  eB»-B0OO 

TcLCcopiCR  (c  IE)  eae-o2Bt 


September  13,  1993 

yia  Fax  No.:  202-224-1972 

Eleanore  J.  Hill,  Esq. 

Permanent  Subcomreittee  on  Investigations 

Committee  on  Government  Affairs 

Dear  Ms.  Hill, 

Upon  returning  to  my  office  from  Court  this  morning,  I 
reviewed  your  Committee's  letter  addressed  to  Kr.  Meissner 
requesting  the  appearance  of  Rabbi  Waldmen  before  the  Permanent 
Subcommittee  on  Investigations.  This  letter  requested  the 
appearance  of  Rabbi  Waldman  on  September  14,  1593. 

Although  it  is  true  that  the  High  Holy  Days  of  Rosh 
Hashonah  will  formally  commence  on  Wednesday,  the  repenting  period 
commenced  on  this  past  Saturday  evening. 

Therefore,  we  would  respectfully  request  an  adjournment 
of  Rabbi  Waldman' s  appearance  presently  scheduled  for  September 
li,    1992. 

We  hope  that  if  you  grant  an  adjournment  we  will  be  able 
to  achieve  an  accomodation  of  the  needs  of  the  Committee  along  with 
the  requirements  of  Jewish  Law. 


Ronald  K.  Kl»inberg 
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C<yk.  Liw«<   iMCMiCAM  TtD  STIVtMl   ALAS«> 

JM  fcASClM.  TIMMSm  WHJJAM  S    CONIN    MA«f| 

jOW*M  t  UtWNMMt    COMIfCCllCin  JOMM  MCCAWk    AIU20MA 

•vaOM  L  eO«&AM   NOAIH  DAKOTA 


Hnitd  3tatcs  3niatt 


u».A.ow<«n»rowcTO>  COMWirTTEE  ON 

.««.u«  c  .ov^  -u.o«T,  .,«,  D«cT«  «»  e-...  e<«..u  GOVERNMENTAL  AFFAfRS 

WASHINGTON.  DC  2051O-62S0 


September  14,  1993 


George  Meissner,  Esquire 
Meissner,  Kleinberg  and  Finkel 
275  Madison  Avenue 
New  York,  New  York  10016 

Re:   Deposition  of  Rabbi  Simcha  Waldman 

Dear  Mr.  Meissner: 

In  light  of  your  representations  as  to 
Rabbi  Waldman 's  commitinents  in  the  days 
immediately  preceding  the  Rosh  Hashanah 
holiday,  the  Subcommittee  has  acceded  to  your 
request  to  postpone  the  Rabbi's  deposition 
from  September  14,  1993  to  September  21,  19S3 
at  11:00  a.m.  Rabbi  waldman  remains  subject 
to  the  subpoena  originally  served  upon  him, 
and  it  is  expected  that  he  will  appear  on  the 
21st. 

Sincerely, 


I/. 


o^c^J^  ILU 


Ele^nore  J.  Hill 
Chief  Counsel 
Permanent  Subcommittee 
on  Investigations 


EJH/cim 
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MEISSNER.   KlCINBERG   &   FtNKEL 

275  Madison  AvCNUt 

New  York.  New  Yo»»k  lOOie 

(21?]  eB»-aA00 
Telecopier  («it)  666-0252 

'ADMlTtrO  tM    NCW  TO«K 
AMDMtW  jCBkCV 


October  26,  1993 


Seniiior  Sam  Nunn 

United  Stales  Senate 

Permanent  Subcommittee  on  Investigations 

100  Russell  Senate  Office  Building 

Washington,  D.C.  20510-6250 


Re:   Testimony  of  Rabbi  Simcha  Waldmnn 


Dear  Senator  Nunn: 


1  received  your  letter  of  October  26, 1993  in  which  you  indicate  that  Rabbi  Waldman 
must  appear  before  the  Permanent  Subcommittee  on  Investigation  on  Thursday,  October 
28,  1993  at  9:00  a.m. 

As  1  have  previously  advised  your  staff,  compelling  Rabbi  Waldman  toagEcar 
personally  in  Washington  D.C.  would  not  serve  any  useful  purpose  since  he  will  (isscrvhis 
constitutional  privileges. 

As  you  know,  in  recent  months,  this  office  sought  to  accommodate  your  committee's 
legitimate  concerns,  while  at  the  same  time  respecting  Rabbi  Waldman's  religious  principles. 
It  was  always  our  view,  that  with  the  assistance  of  local  Community  Leaders  and  Rabbinical 
authorities,  progress  towards  a  mutually  acceptable  solution  could  have  been  reached.  In 
fact,  your  staff  outlined  u  potential  area  of  inquiry  which  could  have  satisfied  the 
Committee's  needs  without  violating  our  client's  religious  principles.  However,  in  your 
September  10,  1993  letter  you  thwarted  this  effort. 

After  you  rejected  our  attempt  to  reconcile  outstanding  issues,  we  had  no  other 
alternative  but  to  advise  your  staff  that  if  Rabbi  Waldman  is  required  to  testify  at  a  public 
hearing,  he  would  assert  his  constitutional  privileges.  As  you  know,  your  staff  ha:  previously 
excused  Rabbi  Waldman's  appearance  to  be  deposed  in  Washington,  D.C,  for  this  precise 
reason.  Therefon;.  I  hope  that  you  will  excuse  Rabbi  v.'alcnar  from  apptarinp  on  October 
28,  1993,  since  no  legislative  purpose  would  be  tzr\'ed  by  subjecting  him  to  public  ridicule. 
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MCISSNER.    KLCINBCBG   6    riNKEL 

Senator  Sam  Nunn 
Page  Two 
October  26.  1993 


However,  if  you  deny  this  application,  we  respectfully  request,  pursuant  to  Rule  1 1  of  the 
Rules  of  Procedure  of  your  Comi:iittec,  that  no  cameras,  motion  pictures,  video  or 
microphones  be  permitted  during  Rabbi  Waldman's  appearance. 

I  anxiously  await  your  earliest  reply. 

Very  truly  yours. 


George 
GSM/ara 


Jeorge  5.  Mcissner 
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Mr^^SNER.   KLCINBERC  a  FlNKCL 

2  75  Madison  AvCNUC 

New  York,  New  YoitK  looi* 

'tit)  ••»^aoo 

TELCCOVICHKltl  •••-Oitt 


DATE:  OCTOBER  26,  1993 

TO:      ' 
FIRM:  ~ 


TIME:  AM./P.M.  ■  6:00 


SENATOR  SAM  NUNN 


PERMANENT  SUBCOMITTEE  ON  INVESTIGATIONS 


FAX  #;  (202)  224. J  972 


FROM:  GEORGE  S.  MEISSNER 


MATTER: 


NUMBER  OF  PACES  TO  FOLLOW:     2 
_        FOR  YOUR  INFORMATION 
_        FOR  YOUR  APPROVAL 
JL       YOUR  COMMENTS  PLEASE 
_        AS  PER  CONVERSATION 

REMARKS: 


MATTER  #: 

_        REVIEW  Si  CALL  ME 

_        REVIEW  &  FILE 

_        PLEASE  CALL 

_        PHOTOCOPY/RETURN 

PHOTOCOPY  WITH  YOUR 
SIGNATURE 


IF  YOU  DO  NOT  RECEIVE  ALL  MATERIALS 

BEING  TRANSMITTED,  PLEASE  CALL  THE 

TELECOPY  OPERATOR,  ALYSSA 

TELECOPY  REPLY  TO:  (212)  686-0252 


PLEASE  TAKE  NOTICE:    THIS  FAX  IS  CONFIDENTIAL  AND  IS  INTENDED  ONLY  FOR 
THE  PARTY  ABOVE-NAMED. 
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Senate  Permanent  Subcommittee 
00  Investigations 

EXHIBIT  #__58 


Year 


Name  of  Off-Site  Group 


Molloy 
Received 


Off-site 
Institutional 
Aid 


PELL 
Award 


19S7-S8    Academj-  for  Jewish  Education 
1987-SS    Loiig  Island  Seminary 

TOT.AL  FOR  19S7-8S 


19SS-S9 


Torah  Acaderr.'  -  L.I.  Seminary 


19SS-S9    Torah  Academ;  -  Academ>'  for 
Jewish  Education 

TOTAL  FOR  19SS-S9 


19S9-90    Torah  Acadan>-  -  Academ\'  for 
Jewish  Education 

19S9-90    Torah  Academy  -  L.I.  Seminary 


$33,550 
$16,500 


$50,050 


$125,400 


$'*9,300 


$30,200 
$22,052 


$52,252 


$i»3,'»50  $86,199 

$81,950  $157,599 


$2i<3,798 


$63,350     $112,755 


$111,711 


TOTAL  FOR  1989-90 


$112,650 


$22l>,466 


$60,725 
$22,175 

$82,900 

$S7.153 
$162,125 

$2W,27S 

$128,250 

$91,050 

$219,300 


1990-91 
1990-91 
1990-91 
1990-91 


1991-92 

1991-92 
1991-92 
1991-92 
1991-92 


KoUel  Birchas  Yaakov  -  CARS  $62,250 

I.R.E.E.  $360,000 

Torah  Academy  -  Long  Island  Seminary   $((9,200 


Torah  Academy  -  Academy  for 
Jewish  Education 

TOTAL  FOR  1990-91 


Yeshiva  of  Eastern  Parkway 
(Kass/kallus) 

Councel  of  Jewish  Organinations 

Torah  Academy 

I.R.E.E. 

Kollel  Birchas  Yaakov 
(C»RS,  Vfeider) 


$1(5,000 

$516, '(50 

$6,900 

$58,500 

$72,600 

S6i»6,500 

$369,000 


$77,187 
$527,511 
$133,669 

$79,086 


$817,1*53 
$109,425 

$162,140 

$137,482 

SI. 065, 715 

$501,113 


$83,950 
S4S3.9I5 

$89,350 
$115,514 

$772,729 

$27,600 

$64 , 1 50 
$132,525 
$896,044 
$574,225 


1991-92 


■J 

. 1992-93 

1992-93 

1992-93 


11992-93 
t 
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aewish  Institute  for  New  Anericans     $27,000      $63,226      $3'»,225 


1991-92    Metropolitan  Education  Center        $618,750    $1,060,528      $808,525 
TOTAL  FOR  1991-92  $1,799,250    $3,099,629    $2,537,29<. 


Adult  Learning  Center  $25,500  $7/^.538  $36,000 

Jewish  Institute  for  New  Americans  $91,500  $223,575  $113,325 

Acadatiic  Learning  Center  $30,750  $125,308  $28,800 

1992-93    Torah  Acadeni>  -  Long  Island  Seminary  $36,000  $73,059  $i*6,525 

1992-93    English  Learning  Systems  $22i.,250  $561*. 610  $31.8,750 

1992-93    C.A.R.E.  S1'*<»,000  $399,268  $1'*1,'*50 

1992-93    Council  of  Jewish  Organizations  $2'»3,750  $462,539  $338,900 

1992-93    Metropolitan  Education  Center  $792,750  $2,557,283  $4U6,S31 
1992-93 


Peninsula  Education  Center  $112,500      $i*61,0i*l       $38,150 

I.R.E.E.  $873,000    $1,655,331    $1,2S9,<*50 


TOTAL  FOR  1992-93  $2, 571., 000    $6,596,552    $2,828,181 

GRAND  TOTALS:  $5,177,800   $11, 031., 150    $6,689,6S2_ 

9/9/93 
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Senate  Permanent  Subcommittee 


EXWBIT  # 

Associared   her±  Rivkah  Schoais 
210    Crcvn    St:reer 
Brooklyn,    KY      11225 

Beth  Jacob  Kebrcv  Teachers  College 
1213    Ela  Avenue 
Brooklyn,    NY      12230 

Bnai   ArugatLh  Habosen 

3  6   Rira   Avenue 
Monsey ,    NY      1121S 

Enos  Jernisalea 
1272    52rd  Street 
Brooklyn,    NY      11219 

Bnos  Research   Institute   for  Training 

and   Education 

63B   Bedford  Avenue 

Brooklyn ,    NY      11211 

Acadeay   for   Creative  Learnina  for  Adults 
42  06    15th   Avenue 
Brooklyn,    NY     11219 

Eais  Fruaa 

4  601  14th  Avenue 
Brooklyn,  NY   112 is 

Beth  Medrash  Eeyun  Ksralsud 
14  Fred  Eller  Drive 
Monsey,  NY   10552 

Congregation  Shaica  Elizer 

dba  Western  Ins'zi-ur.e  for  Traditional  St:udies 

316  Ncrrh  La  Erea 

Lcs  Angeles,  CA  90C36 

Derech  Ayscn  Rabbinical  Ser:inar\' 
£02  Eicksville  Read 
Far  RockzLWay,  NY   11651 

lnstitut.e  for  Judaic  and  Talrudic  Develcpnenr 
.1654  42rd  Street 
'Brooklyn,  ky  ii204 

Jescde  Harcrah 
121  Lee  Avenue 

Erooklvn,  KY   11211 


on  Investigations 

68 


r2£06000 


00476700 


03012200 


02214600 


03070000 


02303700 


02236000 


01166500 


02030400 


01201000 


03074000 


C22E2300 
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Loag   Isiaad  Secinsry  oJ  Jewdr^fa  SSidies   for-  Wnrpn 
<^44    Beach   6th.  St=^ct: 
Far  Rocicavay,    KY   1^.691 

yosThpftsrt.  Center  f  cr  Judaic  srsdies 
5715    Lfitiii  Avenue 
Bcoolciyii,    NY      11204 

Sara  Schenirer  Seisinary 
4622    l^tto.  Avemie 
Erooklyn,    KY     11219 

Sew?.nnr  L'Horos  Bais  Yaakov 
4409    15 rh  &.venue 
BrookliTi,    NY      112i9 

nnited.  Ger  Ins-titirtions 

dlaa  Horeshet.  lastitaire  for  Tradiiiional.  studies 

1975    51st:  Stireet. 

Brooklyn.,    KY     11204 

Traditional  uevish.  Studies  center 
5801   lSt±L  Avenue 
Brooklyn,    NY      11219 

United  Talaudic  icadeny  c£  Ecnsey 
206  Viola  Scad 
Hciisev,    NY      10952 


01199300 


004-81000 


01199500 


02ES6700 


C2543SQ0 


03070100 


O23C2900 


Aca^eay  forJevrLsfa  Education 

66-05    LOSth   Streec 

Forest  EUls,  Kcv  YotV.  11375 

Eelztf  tesaivs 

BrooJilyr.,   Kcv  'Icrr.ll20i 


C2565300 


C1199100 
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ACCET-Accredited  AvocationBl  Schools 


OPEID 
02506000 

02303700 

02545300 

02236000 


School  Name 


Associated  Beth 
Rivak  Schools 
Brooklyn,  New  York 

Academy  for  Creative 
Learning  for  Adults 
Brooklyn,  New  York 

Academy  for  Jewish 

Education 

Forest  Hills,  New  York 

Bais  Fruma 
Brooklyn,  New  York 


01 1 991 00     Belzer  Yeshiva 

Brooklyn,  New  York 

00476700     Beth  Jacob  Hebrew 
Teachers  College 
Brooklyn,  New  York 

01166800     Beth  Medrash  Eeyun 
Hatalmud 
Monsey,  New  York 

03012200     Bnai  Arugath  Habosem 
Monsey,  New  York 

02241 600     Bnos  Jerusalem 

Brooklyn,  New  York 


Avocational  Prograrg 
Actions* 


1/13/94  DL 
1/13/94  EA 


1/13/94  DL 
1/13/94  EA 


1/13/94  DL 
1/13/94  EA 


Other  EA/LT 
Actions 


11/15/93  EA 
12/14/93  TF 
(TF  Hearing 
Requested 
1 2/23/93) 
1/3/94  AW 


10/6/93  EA 
n/4/93TF 
(TF  Hearing 
Requested 
11/12/93) 
1/12/94  AW 
1/13/94  EA 
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ACCET-Accredited  AvocationBl  Schools 


OPEID  School  Name  Avocational  Program         Other  EA/LT 

Actions*  Actions 


03070000     Bnos  Research  Institute 

for  Training  and  Education 
Brooklyn,  New  York 

03080400     Western  Institute  for 
Traditional  Studies 
Los  Angeles,  California 

01 201 000     Derech  Ayson  Rabbinical 
Seminary 
Far  Rockaway,  New  York 

03074000  Institute  for  Judaic  and 
Talmudic  Development 
Brooklyn,  New  York 

02352300     Jesode  Hatorah  12/3/93  EA 

Brooklyn,  New  York  1 2/30/93  TF 

01199300     Long  Island  Seminary  1/13/94  DL 

of  Jewish  Studies  for  Women     1/13/94  EA 
Far  Rockaway,  New  York 

00481000     Northeast  Center  for 
Judaic  Studies 
Brooklyn,  New  York 

01199500     Sara  Schenirer  Seminary  1/13/94  DL 

Brooklyn,  New  York  1/13/94  EA 

02556700     Seminar  L'Moros 
Bais  Yaakov 
Brooklyn,  New  York 

03070100     Traditional  Jewish  ^ 

Studies  Center 
Brooklyn,  New  York 
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ACCET-Accredited  Avocstional  Schools 


OPEID 


School  Name 


Avocational  Program         Other  EA/LT 
Actions*  Actions 


02543500 


02303900 


United  Ger  Institution 
Brooklyn,  New  Yoric 

United  Talmudic 
Academy  of  Monsey 
Monsey,  New  York 


11/16/93  EA 
12/15/93  TF 
(Failed  to  request 
hearing) 
Terminated  1/5/94 


All  institutions  on  this  list  received  letters  dated  10/18/93  from  the 
Department  notifying  them  that  their  eligibility  to  participate  in  the  HEA 
programs  was  in  question  due  to  avocational  programs/accreditation.   The 
schools  also  received  letters  dated  10/18/93  informing  them  they  were 
being  transferred  to  the  reimbursement  system  of  payment  pending  a 
determination  of  their  eligibility. 


Codes 

AW  -  Accreditation  was  withdrawn  by  ACCET. 

ED  sent  a  letter  to  the  institution  on  the  date  cited  above  as  follows, 

DL  (Decision  Letter)  -  Informed  the  institution  that  it  is  not  eligible  for  HEA 
participation  due  to  its  avocational  programs/accreditation. 

EA  -  Imposed  an  emerqencv  action  against  the  institution. 

TF  -  Stated  its  intent  to  terminate  and  fine  the  institution. 
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Senate  Permanent  Subcommittee 
00  Investigations 
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EXHIBIT  # 


73  YT=:SHTVA  OR  YESHIVA-AFFTT.IATED  SCHOOLS  INVESTIGATED  BY  GAP 

Academy  for  Creative  Learning 

Academy  for  Jewish  Education 

Academy  for  Social  Action 

Bais  Fruma 

Beth  Jacob  Hebrew  Teachers  College 

Beth  Medrash  Eeyun  Hatalmud 

Beth  Rochel  Seminary 

Bnai  Arugath  Habosem 

Bnos  Jerusalem  Seminary 

Bramson  CRT  Technical  Institute 

Derech  Ayson  Rabbinical  Seminary 

Institute  for  Judaic  and  Talmudic  Development 

Jesode  Hatorah 

Molloy  College 

Northeast  Center  for  Judaic  Studies 

Sara  Schenirer  Teachers  Seminary 

Rockland  County  Community  College  New  Square  Branch 

Toldos  Yakov  Yosef 

Touro  College 

Traditional  Jewish  Studies  Center 

United  GER  Institutions 

United  Talmudic  Academy  (UTA)  of  Monsey 

Western  Institute  for  Traditional  Studies 


Four  Schools  with  Branches  in  Israel 

Northeast  Center  for  Judaic  Studies 
United  GER  Institutions 
Beth  Medrash  Eeyun  Hatalmud 
Belzer  Yeshiva 

(Also,  Sara  Schenirer  had  a  branch  in  Israel,  as  did  Beth  Rochel.) 


Two  Schools  with  Forged  Documents  Submitted  to 
Department  of  Education 

United  GER  Institutions 
Beth  Medrash  Eeyun  Hatalmud 
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GAO 


United  States 

General  Accounting  Office 

Wasliington,  D.C.  20S48 


Human  Resoarces  Division 

B-241690 

May  28, 1993 

The  Honorable  Richard  W.  Riley 
The  Secretary  of  Education 

Dear  Mr.  Secretary: 

This  report  on  the  U.S.  Department  of  Education  (ED)  is  one  in  a  series  of 
GAO  management  reviews  of  federal  departments  and  agencies.  Our 
purpose  in  doing  these  reviews  is  to  assess  the  management  of  each 
department  or  agency  and  identify  actions  that  can  be  taken  to  improve 
organizational  performance. 

To  obtain  information  for  this  report,  we  conducted  151  in-depth 
interviews,  primarily  with  ed's  senior  officials,  and  reviewed  relevant 
reports  and  documentation.  Among  these  were  in-house  studies;  task  force 
reports;  departmental  personnel  statistics;  and  Office  of  Personnel 
Management  (opm),  gao,  ed  Inspector  General,  Office  of  Management  and 
Budget  (OMB),  and  Federal  Managers'  Financial  Integrity  Act  reports.  Our 
review  was  conducted  between  December  1990  and  September  1992  in 
accordance  with  generally  accepted  government  auditing  standards.  (See 
app.  1.) 

In  this  report,  we  include  information  covered  in  our  briefings  with  then 
Secretary  of  Education  Lamar  Alexander  in  July  1991  and  his  staff  in 
November  1991  and  our  letter  of  August  1991'  identifying  problems  in  ed's 
planning  processes  and  recommending  implementation  of  a  strategic 
management  process.  We  also  include  findings  from  our  study  of  ed's 
information  resources  management^  and  our  reports  on  the  high-risk  area 
of  the  Guaranteed  Student  Loan  Program.^ 

As  you  know,  American  education  is  at  a  crossroads.  Student  achievement 
in  mathematics  and  science  lags  behind  that  of  students  in  other 
industrialized  nations,  some  1,900  students  drop  out  of  school  each  day, 
and  large  numbers  of  students  graduate  from  school  lacking  the  skills 
sought  by  employers.  The  growing  belief  that  these  educational  problems 


'GAG  MajMgement  Letter  on  Oie  Netd  for  a  Stnuegic  Planning  ProceM  (o  the  S«reuiiy  of  Educalion 
(Aug.  20, 1091). 

^Department  of  Educatioa-  Manajjemcnt  Commitment  Needed  to  Improve  Infcrmation  Rcgoureg 
Manatjement  (GAO/lMTEC-92-177Apr.  20, 1992). 

tligh-aiak  Series:  Guaranteed  Studfnt  Loana  fGAO/HR.90-2.  Dec.  1992)  and  Financial  Audit: 
Guaranteed  Student  Loan  Pmi;ram's  (ntemal  Controls  and  Stnicnirp  .Need  Improvement 
(GAtVAFMI>«9-20,  Mar.  16,  1993). 
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contribute  tc  America's  declining  economic  competitiveness  has  spurred 
many  federal,  state,  and  local  ofBcials  and  the  business  community  to 
agree  that  national  goals  for  education  are  needed.  You  are  well 
acquainted  witli  these  policy  issues. 

You  may  be  less  aware  of  the  Department's  impaired  organizational 
edacity  to  manage;  that  is,  fulfill  its  mission  and  carry  out  its  role  in  the 
national  education  agenda.  In  our  recent  transition  report,^  we  outlined  the 
scope  of  departmental  management  problems  and  the  need  to  strengthen 
departmental  management  Here  we  provide  the  detailed  findings  and 
make  recommendations. 


Rp«;nlt^  in  Rripf  The  Department  charged  with  managing  the  federal  investment  in 

ive&UlLa  u        I  ex  education  and  leading  the  long-term  effort  to  improve  education  itself 

lacks  a  clear  management  vision  of  how  to  best  marshal  its  resources  to 
effectively  achieve  its  mission.  Past  Education  Secretaries  have  not  built 
an  organization  that  could  implement  m^jor  policy  initiatives.  Moreover, 
the  Department's  history  is  replete  with  long-standing  management 
problems  that  periodically  erupted,  became  the  focus  of  congressional  and 
media  attention,  and  subsequently  diverted  attention  from  the  policy 
ag<^iidas.  One  example  of  this  is  the  financial  management  of  the  Federal 
Family  Education  Loan  Program  (formerly  the  Guaranteed  Student  Loan 
Program). 

To  reverse  this  trend  and  effect  long-term  change  in  the  way  the 
Department  is  managed,  the  Secretary  must  give  priority  attention  to 
changing  both  ed's  culture  and  its  management  systems.  Past  Department 
leaders  have  focused  on  short-term  solutions  and  made  limited  use  of 
career  employees  in  management  problem-solving.  Thus,  ed's  current 
organizational  culture  leaves  it  poorly  positioned  to  make  long-range 
changes.  Secretary  Alexander  recognized  the  need  to  improve  the  way  ED 
is  managed  and  took  initial  steps  to  enhance  departmental  leadership, 
transform  agency  culture,  and  improve  operations.  However,  gao  is 
concerned  that  this  momentum,  already  dissipating,  not  be  lost. 

The  National  Education  Goals  (see  app.  II)  constitute  a  long-term 
approach  to  closing  the  r^ation's  skills  and  knowledge  gaps.  But  they  have 
not  provided  a  vision  of  what  the  Department  itself  needs  to  do  to  achieve 
its  mission.  With  the  exception  of  the  objectives  set  forth  to  remedy 
problems  in  student  financial  assistance,  the  previous  Secretary  did  not 


Transition  Series:  Education  Issues  (GAO/OCG-93-IOTR,  Dec  1992). 
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establish  a  maiiagement  framework  with  goals  and  objectives  to  be 
accomplished  if  ED  was  to  support  its  agenda.  Moreover,  this  general  lack 
of  management  direction  was  exacerbated  by  ed's  long-standing  practice 
of  filling  key  technical  and  policy-making  positions  with  managers  who, 
lacking  requisite  technical  qualifications,  were  ill-equipped  to  cany  out 
their  managerial  responsibilities. 

Further,  ed's  management  structure  and  systems  have  inadequately 
supported  its  m^or  initiatives,  such  as  student  aid  or  special  education 
programs.  The  Department  has  no  systematic  processes  for  planning, 
organizing,  or  monitoring  for  results  and  quality  improvement  Lacking 
both  clear  management  goals  and  a  Secretarial  focus  on  management,  ED 
cannot  effectively  align  its  activities  to  support  m^or  initiatives,  carry  out 
its  programs,  or  correct  identified  problems.  In  our  November  1988 
transition  report,^  we  recommended  that  the  Secretary  establish  a 
Secretarial-level  strategic  management  process  to  address  these 
deficiencies.  This  has  not  been  done. 

ed's  m^or  management  systems  need  attention.  To  give  the  Secretary  the 
tools  for  managing  the  Department,  information  and  financial  management 
systems  must  be  repaired.  Managers  lack  the  informaticii  and  resources  to 
oversee  operations;  give  technical  assistance;  and  ensure  financial 
interests  against  fraud,  waste,  and  mismanagement.  To  lead  and  sustain 
these  efforts,  ed  also  needs  a  skilled  work  force.  But  the  Department  does 
not  adequately  recruit,  train,  or  manage  its  human  resources  to  ensure  that 
workers  can  accomplish  its  mission  and  implement  Secretarial  initiatives. 


T3       1  J  Created  in  1979,'  ed  is  one  of  the  youngest  and  smallest  Cabinet-level 

riaCKgrOUna  departments.  Its  5,000  employees  fulfill  a  diverse  mission;  (1)  to  provide 

financial  aid  for  education  and  monitor  its  use,  (2)  to  fund  and  pursue 
education-related  research  and  information  dissemination,  (3)  to  ensure 
equal  access  to  education  and  enforce  federal  statutes  prohibiting 
discrimination  in  federally  funded  programs  and  activities,  and  (4)  to 
provide  national  leadership  in  identifying  and  focusing  attention  on  m<uor 
educational  issues  and  problems.  (See  app.  Ill  for  a  description  of  ed 
ofBces  and  funding.)  As  ed's  fiscal  year  1992  appropriation  of  $28.8  billion 
indicates,  the  federal  role  in  financing  U.S.  education  is  small.  The 
Department  directly  funds  5.6  percent  of  elementary  and  secondary  and 


Traimtion  Series:  Educalion  lasuea  (GAQDCG.a9-lgni.  .Nov.  1988). 

'Largely  drawn  from  elemenu  of  Ihe  Department  of  Health.  Edut-alion.  and  Welfare,  ED  became  a 
functioning  departjnent  m  May  1980. 
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12.3  percent  of  postsecondaiy  expenditures.'  Historically,  however,  federal 
leadership  and  policy  leverage  have  been  significant,  particularly  in 
securing  equal  access  to  educational  opportunities  for  all  Americans. 

In  addition  to  mission-related  activities,  ed  Secretaries  have  used  their 
position  to  promote  such  initiatives  as  effective  schools,  drug-free  schools 
and  school  choice.  Historically,  these  efforts  were  not  connected  to  any 
national  education  agenda  that  could  give  direction  to  federal,  state,  and 
local  education  activities.  The  situation  changed  in  1990,  when  the  nation's 
governors,  in  conjunction  with  the  White  House,  developed  the  six 
National  Eklucation  Goals.  This  was  followed  in  1991  by  the  Bush 
administration's  long-term  strategy,  "America  2000,"  for  achieving  the 
goals.' 

Over  the  past  12  years,  the  Department  has  found  fulfilling  its  mission 
increasingly  difBcult  While  its  staff  has  steadily  decreased,  its  work  load 
has  grown  (see  fig.  1).  ed  was  hit  harder  by  the  reductions-in-force  of  the 
1980s  than  any  other  Cabinet  department  By  fiscal  year  1991,  ed's  use  of 
full-time-equivalent  (fte)  employees  had  declined  33  percent  fi-om  its  fiscal 
year  1981  level.  Yet  throughout  this  period,  the  Congress  gave  the 
Department  responsibility  for  70  new  federal  programs.  In  addition,  the 
number  of  grants  and  contracts  awarded  by  ED  grew  and  civil  rights 
complaints  filed  with  it  reached  the  highest  levels  in  the  Department's 
history  (see  app.  IV). 

Ebcacerbating  the  work  load  problems  was  ed's  culture"  and  negative 
self-image.  Eaify  leadership  did  not  enhance  the  self-image:  the  first 
Secretary  of  Education  had  only  a  few  months  in  which  to  try  to  organize 
the  Department  before  a  new  administration  took  office.  The  next 
Secretary  made  dismantling  the  Department  a  formal  goal  and  did  not 
request  a  budget  for  it  in  fiscal  years  1983  and  1984.  Subsequent 
Secretaries  focused  on  external  policy  agendas,  devoting  little  attention  to 
departmental  management 


*This  fiscal  year  1992  estimale  by  the  Congressional  Research  Service  does  not  include  the  portion  of 
federal  support  provided  indirectly  to  these  institutions  through  student  aid  programs  and  various  tax 
expenditures.  Neither  does  it  reflect  the  support  that  postsecondaiy  msdtulions  receive  from  other 
federal  agencies,  such  as  research  and  development  giants. 

•ED,  America  2000;  An  Education  Strategy.  Sourcebook,  April  18, 1991. 

*An  organization's  culture  consists  of  the  basic  underlying  asstjinptions,  beliefs,  values,  attitudes,  and 
expectations  shared  by  its  members. 


Rgure  1:  ED  Staffing  Declined  While 
Program*  Increased 
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Mole:  Supporting  dala  for  this  and  other  hgures  in  this  report  are  presented  in  appetKlix  VI. 


ed's  strategic  and  operational  management  problems  have  been 
documented  at  length  by  gag,  omb,  ed's  Inspector  General,  congressional 
committees,  and  many  internal  reports  and  task  forces.  However,  serious 
problems  have  persisted  or  recurred.  To  help  ED  manage  its  increasing 
work  load  and  tackle  chronic  management  problems,  we  suggested  in  our 
1988  transition  report  that  the  Secretary  establish  a  strategic  management 
process.  This  would  have  enabled  the  Secretary  to  set  m^or  goals  and 
priorities,  monitor  progress  against  these  goals,  and  provide  feedback  to 
senior  agency  managers.  It  also  would  have  allowed  the  Secretary  to 
systematically  correct  and  improve  ed's  management  systems. 


Principal  Findings 
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Management  Vision 
Needed 


Without  a  Secretarial-level  process  for  setting  clear  goals  and  priorities 
and  dealing  with  issues  requiring  long-term  focus,  ed's  ability  to  implement 
solutions  to  problems  and  engage  in  effective  Department-wide  planning 
and  management  is  impeded.  We  observed  this  in  our  1988  report  and  did 
so  again  in  an  August  20, 1991,  letter  to  the  Secretary.  However,  the 
Department  still  has  not  developed  and  institutionalized  such  a  process. 


To  be  effective,  strategic  management  must  be  linked  to  the  budget 
process;  for  maximum  long-range  results,  strategic  plans  must  drive 
budget  requests.  Absent  a  strategic  plan,  ED  may  be  unable  to  assess  the 
resource  levels  needed  to  respond  to  future  changes  in  program  direction. 

Traditionally,  the  Department  has  operated  as  a  conglomerate  of  largely 
independent  entities  (see  app.  HT).  Calling  priorities  unclear,  managers  we 
interviewed  said  they  were  unaware  of  what  Secretaries  prior  to  Secretary 
Alexander  had  envisioned  for  the  Department  as  a  whole.  In  reviewing 
past  management  practices,  we  were  told  by  many  top  ofQcials — including 
those  responsible  for  management — ^that  they  themselves  were  "out  of  the 
loop."  That  is,  they  were  not  involved  in  priority-setting,  decision-making, 
information  flow,  and  resource  allocation.  While  articulation  of  the 
America  2000  strategy  provided  a  much-needed  policy  concept  that 
defined  the  national  education  agenda,  it  did  not  offer  a  management 
vision  for  the  Department  as  a  whole.  The  only  m^or  management 
initiatives — a  management-by-objectives  process,'"  a  program 
accountability  initiative,"  and  a  joint  omb/ed  assessment  of  the  student 
financial  assistance  programs'^  — were  either  required  by  or  included  omb. 

Without  a  top-level  vision,  managerial  efforts  tend  to  be  focused  on  the 
needs  of  the  individual  units  in  the  organization,  not  the  Department  as  a 
whole.  For  example,  because  ed's  information  resources  management 
plaiming  takes  place  at  the  individual  unit  level,  not  Department-wide, 
critical  decision-making  information  often  is  not  shared.  As  a  result,  when 


'The  first  management-byobjectives  plan  was  submitted  to  OMB  in  fiscal  year  1990. 

"Implemented  in  1991 ,  the  irutiative  mandates  that  ED  conduct  a  systematic  and  comprehensive 
examination  of  accountability  systems  for  every  program. 

'^Begun  in  December  1990  as  a  response  to  the  student  loan  default  problem,  this  study  made 
recommendations  to  correct  problems  in  managing  the  student  financial  assistance  programs.  These 
recommendations,  made  u>  the  Secretary  of  Education  and  the  Director  of  OMB.  were  announced  on 
Aprils,  1991 
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planning  problems  were  combined  with  ed's  inaccurate  and  incomplete 
records,  erroneous  payments  and  loans  were  made  to  ineligible  borrowers. 
Absent  a  top-level  vision,  information  technology  efforts  tend  to 
degenerate  into  loose  collections  of  indep«;ndent  systems  specific  to  a 
particular  oCGce.'^ 

Likewise,  the  financial  management  of  ed's  programs  suffers  fi'om  a  lack 
of  a  unifying  vision  and  clear  priorities.  In  the  past,  some  managers 
discounted  fiscal  integrity  as  a  goal,  believing  that  the  Department  existed 
largely  to  get  money  out  to  states  and  local  grantees  on  time.  As  a  result, 
ED  focused  too  much  on  the  execution  of  program  funding  activities  and 
too  little  on  program  accountability.  This  focus  has  contnbuted  to  the 
mounting  problems  with  student  financial  assistance  and  other  financial 
management  weaknesses. 


Leadership  Commitment  to 
Management  Lacking 


In  1991,  Secretary  Alexander  inherited  a  management  infrastructure 
weakened  by  past  political  leadership  that  had  not  given  priority  to 
building  and  maintaining  an  organization  that  could  implement  m^or 
policy  initiatives.  Targeted  for  abolition  in  the  early  1980s,  ed  had 
difficulties  in  attracting  high-quality  Assistant  Secretaries.'*  ed  since  has 
suffered  fi-om  management  neglect  A  major  problem  has  been 
management's  practice  of  placing  unqualified  managers  in  key  technical 
and  policy-making  positions.  The  high  turnover  among  managers  also  has 
been  problematic.  For  example,  in  the  1-year  period  from  February  1990  to 
February  1991  ed  had  three  successive  directors  in  the  information 
technology  area,  two  of  whom  saJd  that  they  were  unqualified  for  the 
position.  Only  in  1992  did  ed  hire  a  permanent  director  with  a  background 
in  information  technology.  Further,  ed's  leadership  has  had  a  greater 
proportion  of  political  appointees  than  other  departments,  contributing  to 
heavy  management  turnover.  Without  consistent,  knowledgeable 
leadership,  information  technology  problems  have  languished  unresolved. 

Even  when  problems  surfaced  and  ed's  staff  and  senior  oCQcials  proposed 
solutions,  in-house  technical  expertise  was  often  ignored  and 
Implementation  of  planned  solutions  was  not  tracked.  This  happened,  for 
instance,  when  the  Department  decided  to  let  a  long-term  contract  to 
improve  ed's  financial  information  system.  Although  in  1989  ed  staff  wrote 


"Dgparonenc  of  Education:  Management  Commitment  Needed  'o  Improvg  Informanon  Rgaomrea 
Management  (GACV1MTEC-92-I7,  Apr  20.  1992).  ~ 

'*See  chapter  4.  "Staning  Reagan's  TilanJc'  in  The  TTiirteenth  Man  by  Terrel  H.  Bell  (^fY■  The  Free 
Press,  1988). 
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a  request  for  proposal  that  reached  the  final  stage  of  bid  review,  action  on 
the  project  was  stopped  when  a  new  Deputy  Under  Secretary  for 
Management  was  appointed.  After  a  3-year  delay,  a  new  effort  was  begun 
in  1992. 

Leadership  problems  also  have  occurred  in  the  student  financial 
assistance  area,  which  had  three  Deputy  Assistant  Secretaries  in  the 
18-month  period  between  January  1991  and  July  1992.  As  of  March  1993, 
the  position  was  vacant.  Lacking  continuous,  qualified  leadership,  ED  has 
yet  to  successfully  implement  all  of  the  fundamental  managerial  reforms 
recommended  by  the  joint  omb'ed  task  force'^  in  1991.  One  such  reform 
would  address  student  loan  defaults — which  totaled  more  than  $14  billion 
as  of  September  30,  1991 — through  strong  leadership  in  all  senior 
positions,  as  well  as  better  systems  and  controls.  In  particular,  the  omb/ed  . 
task  force  recommended  that  the  Deputy  Assistant  Secretary  for  Student 
Financial  Assistance  be  "an  extremely  well-qualified  person...  available  for 
the  long-haul."  The  first  appointee  had  no  background  in  loans  or  student 
financial  assistance  and  abruptly  resigned  after  7  months.  The  next 
appointee,  while  qualified,  left  ED  after  5  months. 


Improving  Basic 
Management  Systems 
Imperative 


In  developing  and  implementing  critical  poUcies,  goals,  priorities,  and 
programs,  ED  does  not  have  in  place  the  structures  and  systems  it  needs  to 
support  managerial  decision-making  and  accountability.  ED  also  lacks  the 
necessary  information,  tracking  capability,  and  financial  controls. 

In  gauging  how  successfully  it  is  enhancing  education  oversight,'^  ed  lacks 
or  has  not  used  existing  key  information.  For  instance,  it  cannot  say 
whether  and  to  what  degree  persons  with  disabilities  receive  federally 
funded  rehabilitation  services.  Until  1992,  ed  did  not  use  existing 
information  to  identify  students  who  default  on  loans  and  then  receive 
new  ones.  In  ed's  Chapter  1  Program,  the  $6.7  billion  federal  program 
supporting  the  educationally  disadvantaged,  ed  officials  have  reported  that 
states  do  not  provide  timely  information  needed  to  effectively  morutor  the 
program,  plan  for  future  expenditures,  or  justify  annual  budget  requests. 

Similarly,  because  its  financial  management  system  does  not  provide 
adequate  financial  controls  and  cannot  produce  accurate  and  reliable 


'K)MB/ED,  Improving  Guaranteed  Student  Loan  Management  A  Blueprint  for  Action.  April  1991. 

"For  a  detailed  discussion  of  information  resources  maiiagement  in  ED,  see  Department  of  Educabon: 
Management  Commitment  Needed  to  Improve  Information  Resources  Management 
(GAaTMTEC-92-17,  Apr.  20,  1992). 
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infoimation,  ED  cannot  ensure  that  its  programs  aie  financially  sound.  As  a 
result,  its  programs  are  subject  to  increased  risk  from  fraud,  waste,  and 
mismanagement"  ed's  protracted  financial  management  problems  have 
been  discussed  by  its  Inspector  General  and  omb  as  well  as  gao.  They 
involve  such  important  matters  as  guaranteed  student  loan  defaults — $2.7 
billion"  in  fiscal  year  1992 — and  millions  of  dollars  that  remain  unspent  yet 
unrecovered  from  the  $1.5  billion  in  discretionary  grants  and  $232  million 
in  contracts  that  ed  awards  each  year.  For  example,  as  of  June  30,  1990, 
250  expired  discretionary  grants  that  were  3  or  more  years  old  had 
unexpended  funds  totaling  $11.2  million,  according  to  ed's  Inspector 
General."  These  monies  remain  uncollected. 

The  Department  has  underway  several  efforts  to  improve  financial 
management,  but  it  still  faces  m^or  challenges  in  developing  a  single,  hilly 
integrated  financial  management  system  and  producing  financial  reports 
that  are  useful  to  decision-makers.  Financial  management  improvements 
must  be  a  continuous  process  requiring  top  management  support  and 
commitment  The  Chief  Financial  Officers  Act  of  1990  (P.L  101-576)  gives 
ED  a  framework  for  improving  its  overall  financial  management" 


Human  Resources 
Management  Critical 


Critical  work  force  problems  also  have  confronted  ED  as  its 
responsibilities  have  grown  and  become  more  complex.  Because  of 
increasingly  constrained  staff  capacity  (see  apps.  IV  and  V),  such  aspects 
of  ed's  mission  as  program  monitoring  and  oversight  are  inadequate.  For 
example,  the  Department  has  relied  heavily  on  an  honor  system  in  its 
financial  management  activities.  It  pays  over  $5  billion  annually  to  lenders 
and  guaranty  agencies  on  the  basis  of  unaudited  summary  billings. 
Moreover,  the  shortage  of  technically  qualified  staff  has  contributed  to 
management  problems  in  the  financial  and  information  areas.  The  lack  of 
staff  with  accounting  or  financial  backgrounds,  for  example,  plays  a  nuyor 
role  in  the  persistence  of  serious  problems  in  managing  student  financial 
assistance  programs. 


"See.  for  example,  Staflbrd  Student  Loans:  Millions  of  DoUara  in  Loana  Awarded  o  InelipMe 
BoiTOwera  (GAO/lMTEC-91-7.  Dec  12.  1990)  and  Finanaa]  Audil:  Guaranleed  Sudent  LoaJTPrograni'a 
Internal  Conlrola  and  Stnicture  Need  Improvement  (GAQ'AFMD-!)3-.!0.  Mar.  16,  1093). 

'*rhis  Deparanent  of  Education  figure  is  uiuudited  and  may  be  as  hi^  as  $2.9  billioa 

"^D,  Office  of  Inspector  Generai.  Egpired  Grants  Allowed  to  Remain  Open  for  Years,  Audit  Conoral 
Na  11«)760,  Mar  1991. 

"See  The  Chief  Financial  Officers  Act:  A  Mandate  for  Federal  Financial  Management  Reform 
CGAO/ArMD-lil9  4.  Sept  1991) 
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Throughout  the  1980s,  ed's  investment  in  training  lagged  far  behind  growth 
in  training  investment  in  the  federal  government  generally.  Likewise,  ed's 
proportion  of  staff  receiving  training  is  less  than  the  federal  average. 

Also,  the  amount  of  time  and  money  individual  ED  ofDces  spent  on  training 
has  varied  vridely.^'  For  example,  in  fiscal  year  1992,  the  Office  of  Inspector 
General  spent  $379  per  fte  employee  on  external  training,  while  the  Office 
of  Bilingual  Eklucation  and  Minority  Languages  Affairs  spent  nothing  on 
outside  training.  Similarly,  employees  in  the  Office  of  Inspector  General 
used  37  hours  per  fte  employee  in  internal  and  external  training,  while 
Office  of  Postsecondary  Education  employees  used  only  9  hours  of 
training  per  fte  employee.  The  Department-wide  average  was  18  hours  per 
FTE  employee.  In  addition  to  problems  created  by  lack  of  training,  many 
senior  managers  recounted  difficulties  related  to  recruiting  staff  and  slow 
processing  of  ed's  personnel  actions.  Although  human  resource  issues 
have  been  identified  in  numerous  studies,  work  force  assessment  has  not 
been  systematic.  In  December  1991,  however,  efforts  were  initiated  to 
improve  human  resource  management  (See  app.  V.) 

Finally,  ed's  work  force  problems  are  exacerbated  by  the  Department's 
demographics.  Large  percentages  (between  40  and  50  percent  in  some  job 
series)  of  employees  are  eligible  to  retire.  Meanwhile,  ed  officials  said,  like 
other  agencies,  ed  is  having  difficulty  attracting  and  keeping  younger, 
high-skilled  workers,  such  as  lawyers,  in  some  regional  offices.  An  ed 
report^  notes  that  nearly  half  of  the  Career  Intern  Class  of  1984  had  left  ED 
by  1989. 

Strategic  management  of  human  resources  could  substantially  aid  the 
Department  m  meeting  current  and  future  policy  and  program 
requirements.  By  linking  human  resource  planning^  to  a  strategic 
management  process  (see  fig.  2),  ed  could  use  such  human  resource 
activities  as  staffing,  rewards,  and  training  and  development  to  support  its 
goals  and  objectives.  Under  such  an  approach,  key  managers  are  actively 
involved  in  planning  for  the  organization's  future,  including  structuring  the 


''The  actual  amount  of  tzsining  is  higher  because  some  traming  is  not  reported 

"ED,  Horace  Mann  Learning  Center.  Strategic  Trainmg  Plan  for  the  Depaitment  of  EducaUon.  FY 
1992-FY  1996 

'^Human  resource  planning  is  a  framework  for  decision-making  and  management  that  addresses  the 
consequences  of  an  organization's  strategic  plans  and  dynamic  environment  on  IL*-  employees.  Such 
planning  aims  to  ensure  that  the  organization  has  enough  employees  available  with  the  nght  skills 
when  and  where  needed  to  respond  to  change  and  accomplish  goals. 
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mix  and  organization  of  resources  to  accomplish  goals  and  meet 
challenges  posed  by  changing  work  force  demographics.^ 


Flquf  2:  UnMng  Strategic  Management  and  Human  Resource  Planning 
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Agency  Cultural 
Transformation  Needed 


The  Department's  m^or  management  problems  reittain  unresolvpd,  many 
ED  maitagers  believe,  in  part  because  of  the  agency  culture  it  inherited 
from  the  Department  of  Health,  Education,  and  Welfare,  its  parent  agency 
until  1980.  An  ed  task  force  observed  that  this  culture  is  characterized  by  a 
focus  on  short-term  solutions,  highly  centralized  decision-making,  and 
limited  communication  with  and  use  of  career  employees  by  senior 
Ttanagers  in  management  problem-solving.  In  the  past,  strategies  that 
would  have  allowed  the  Department  to  move  forward  on  maitagement 
support  issues  were  developed  but  not  acted  upon.  This  problem  exists  at 
all  levels  of  the  orgaiuzatlon.  For  example,  several  proactive  Assistant 


-'Stt  Manajemenl  of  VA:  Improved  Human  Reaource  Plannim  Nwded  to  Achiev-  StnufK  Goals 
(GACVHrSb-IO,  Mar.  18,  1993)  for  a  jyiKliesB  of  generally  accvpitd  pnndpla  of  human  resotua 
planning. 
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Secretaries  tried  to  implement  a  strategic  planning  process  in  1989  but 
gave  up  when  the  Secretaty  declined  to  participate. 

Furthermore,  ED  has  a  negative  self-image,  ed's  managers  spoke  of  the 
Department  as  a  dumping  ground  for  staff  and  equipment  that  other 
agencies  did  not  want  Some  ofGces  referred  to  themselves  as 
'step-children,"  'starved"  for  such  basic  resources  as  staff,  computers, 
training  funds,  space,  and  equipment  In  addition,  the  formal 
administration  attempts  in  the  1980s  to  abolish  the  Department  and 
recurring  reductions-in-force,  have  fostered  the  negative  self-image. 

Despite  these  roadblocks,  ED  maiutgers  are  receptive  to  change.  In 
addition,  ed's  recent  leadership  has  taken  action  to  promote  positive 
chai\ge  in  the  agency's  culture  and  management.  Within  months  of  his  1991 
confirmation.  Secretary  Alexander  articulated  a  policy  vision  for  education 
and  established  a  respected  management  team.  At  Department-wide  staff 
meetii\gs,  the  former  Secretary  reported  to  ed  staff  on  agency  activities 
and  progress,  and  discussed  the  values  and  beliefs  he  would  like  to  see 
perpetuated.  Previous  managerial  efforts  that  were  neglected  by  top 
management — such  as  a  human  resources  task  force  report^  — were 
resurrected  and  implementation  of  their  findings  begun.  Similarly,  in  1991 
the  former  Secretary,  Deputy  Secretary,  and  other  seruor  executives  began 
looking  directly  to  staff  for  answers  to  management  problems,  such  as 
how  to  resolve  financial  management  issues. 

The  former  Secretary  also  encouraged  more  participatory  management 
techniques,'*  such  as  those  experts  agree  are  useful  in  promoting  positive 
organizational  change.  For  instance,  the  Office  of  Vocatior\al  and  Adult 
Education  developed  a  quality  culture  initiative.  Similarly,  a  Total  Quality 
Management  model  developed  in  one  unit  of  the  Office  of  Postsecondary 
Education  was  being  expanded  to  the  whole  office.  In  September  1992,  ED 
took  initial  steps  to  begin  Department-wide  quality  efforts. 

While  these  steps  and  others  constitute  a  promising  departure  fixjm  the 
management  neglect  of  the  past,  they  are  new  and  not  an  established  pan 
of  the  organizational  structure.  Thus,  with  the  change  in  admirustration 
the  momentum  could  be  lost  To  institutionalize  reform  of  ed's 


"ED,  Developing  the  Educauon  Program  Workforce.  Education  Program  Cumcuium  Commitlee,  Mary 
Jean  LeTendre,  CKairperson,  Apr.  16, 1990. 

"See  Organirational  Culture  Techniques  Companies  Use  to  Peipetuale  or  Change  Beliefs  and  Values 
(GAOMSIAb.S2-l6&,  F-eb.  i1.  l^i). 


315 


B-241S90 


management  infrastructure,  ED  must  take  several  actions  to  ensure  its 
ability  to  sxipport  implementation  of  the  national  education  agenda. 


Recommendations 


Building  on  the  initial  steps  taken  by  the  Department  over  the  last  2  years 
to  improve  operations,  we  recommend  that  the  Secretary  of  Education  do 
the  following: 

•  Articulate  a  strategic  management  vision  for  ED  that  demonstrates  how  its 
management  infrastructure  will  be  developed  to  support  its  mission  and 
such  Secretarial  policy  priorities  as  the  National  Education  Goals. 

•  Adopt  a  strategic  management  process  in  the  OfBce  of  the  Secretary  for ; 
setting  clear  goals  and  priorities,  measuring  progress  towards  those  goals, 
and  ensuring  accountability  for  attaining  thent  Once  implemented  in  the 
OfBce  of  the  Secretary,  take  the  necessary  actions  to  implement  this 
process  throughout  the  Department  Such  a  process  should  also  provide  a 
vehicle  for  ensuring  both  Secretarial-level  and  employee  involvement  for 
solving  m^or  management  problems  and  for  planiung  and  managing 
long-term  change. 

•  Enhance  management  leadership  throughout  ed  and  strengthen  agency 
culture  by  (1)  implementing  a  Department- wide  strategic  management 
process,  (2)  identifying  good  management  practices  within  ed  and 
supporting  their  adoption  where  appropriate  in  other  parts  of  the 
Department,  (3)  rewarding  maitagers  for  good  management  and 
leadership,  and  (4)  filling  technical  and  policy-making  leadership  positions 
with  people  with  appropriate  skills. 

•  Create  for  information,  financial,  and  human  resources  management, 
strategic  visions  and  strategic  plans  that  are  integrated  with  the 
Department's  overall  strategic  management  process. 


Agency  Comments 


The  Department  of  Education  provided  written  comments  on  a  draft  of 
this  report  Their  comments  are  summarized  below  and  reproduced  in 
appendix  VII. 

The  Secretary  generally  agreed  with  our  findings,  noting  that  the  report 
will  serve  as  a  useful  roau  map  as  the  Department  pursues  efforts  to 
improve  its  culture  and  management.  In  addition,  although  noting  that 
some  changes  to  build  up  ed's  management  capacity  will  require  several 
years,  the  Department  has  begun  to  act  on  oiu*  recommendations. 
Specifically,  the  Department  is  near  compleuon  of  a  strategic  plan  and 
Total  Quality  Management  guidelines  that  will  serve  as  an  initial 
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framework  for  iiriproving  its  perfonnance  in  the  ciitical  areas  addressed  in 
our  report. 


As  you  know,  the  head  of  a  federal  agency  is  required  by  31  U.S.C.  720  to 
submit  a  written  statement  of  actions  taken  on  our  recommendations  to 
the  Senate  (Committee  on  Governmental  Afiairs  and  the  House  Committee 
on  Government  Operations  not  later  than  60  days  after  the  date  of  the 
report.  A  written  statement  must  also  be  submitted  to  the  House  and 
Senate  Committees  on  ^propriations  with  the  agency's  first  request  for 
appropriations  made  more  than  60  days  after  the  date  of  the  report 

We  are  providing  copies  of  this  report  to  interested  members  of  the 
Congress,  executive  branch  agencies,  and  the  public.  We  also  will  make 
copies  available  to  others  upon  request  Our  work  was  performed  under 
the  direction  of  Gregory  J.  McDonald,  Director  of  Human  Services  Policy 
and  Mai\agement  Issues,  who  can  be  reached  at  (202)  512-7225.  Other 
maiot  contributors  are  listed  in  appendix  Vni. 

Sincerely  yours, 

Lawrence  H.  Thompson 
Assistant  ComptroUer  General 
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320 


Appendix  I 

Objectives,  Scope,  and  Methodology 


The  purpose  of  this  general  management  review  is  to  identify  the  key 
management  issues  facing  the  Department  of  Education  and  assess  the 
extent  to  which  its  management  systems  and  processes  support  its 
mission.  General  management  reviews  differ  in  focus  and  consequent 
methodology  from  our  oistomary  work.  Typically,  our  audits  and 
evaluations  are  done  at  the  request  of  the  Congress  and  focus  on  program 
issues.  In  contrast,  we  generally  initiate  management  reviews  and  through 
them  address  such  broad,  agency-wide  issues  as  strategic  planning  and 
human  resource  management  Such  a  review  depends  on  the  cooperation 
and  support  of  the  head  of  the  agency.  Getting  action  on  recommendations 
that  often  call  for  fundamental  changes  in  how  an  agency  operates 
requires  a  strong  commitment  from  the  top. 

Grounded  in  the  experience  of  successful  management  consultants,'  the 
methodology  for  a  general  management  review  assumes  that  the  key 
information  about  the  way  the  agency  functions — its  strengths, 
weaknesses,  problems,  solutions,  barriers  to  change,  and  culture — resides 
in  its  staff.  Some  reviews  have  used  questionnaires  extensively  to  tap  staff 
expertise.  Another  efBcient  way  is  through  interviews  with  agency 
officials.  For  this  study,  we  corroborated  and  augmented  information  from 
interviews  with  information  from  other  studies  done  by  gao,  departmental 
inspectors  general,  and  others  and  pertinent  departmental  and  other 
documentation. 

We  interviewed  senior  officials  at  ED  and  examined  relevant  documents 
and  reports  (such  as  in-house  studies  and  task  force  reports),  personnel 
statistics  from  the  Department  and  the  Office  of  Personnel  Management, 
and  GAG,  ed's  Office  of  Inspector  General,  omb,  and  Federal  Managers' 
Financial  Integrity  Act  reports.  Our  151  semistructured,  in-depth 
interviews,  primarily  with  ed's  managers,  senior  executives,  and 
presidential  appointees,  included  questions  on  various  management 
topics.  Among  these  were:  strategic  management,  performance 
monitoring,  conununication,  infonnation  resources,  human  resources,  and 
financial  management  We  also  asked  about  the  interrelations  between  the 
program  offices  and  central  support  offices,  activities  and  current  status  of 
cross-cutting  task  forces,  innovative  programs  or  activities,  and  the 
strengths  and  areas  needing  improvement  within  the  Department.  This 
report  includes  infonnation  covered  in  our  briefings  with  the  then 


'For  example,  see  Gordon  and  Ronald  Lippio.  The  ConsulUng  Process  in  Action  fLaJoUa.  CA 
Univereity  Associates.  Inc.,  1978);  RosabeU)  Moss  Kanter.  The  Change  Masiere  (NY:  Simon  and 
Schuster.  Inc.  1983).  Robert  R  Blake  and  Jane  Srygley  Mouton.  Consullalionr2nd  ed  (Readme,  MA: 
Addison-Wesley  Publishing  Co  ,  1983);  and  Edgar  H  Schein,  Process  ConsullaOon  lis  Role  in 
OrpaniKirion  Development  (Reading.  MA;  Addison-Wesley  Publishing  Co. ,  1983). 
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Secretary  of  Education  in  July  1991  and  his  staff  in  November  1991  and 
our  letter  of  August  1991  identifying  problems  in  EO's  planning  processes 
and  recommending  implementation  of  a  strategic  management  process. 

Our  work  was  conducted  at  ed's  headquarters  in  Washington,  D.C.,  and 
ed's  Dallas  and  Chicago  regional  offices  between  December  1990  and 
November  1991  in  accordance  with  generally  accepted  government 
auditing  standards.  We  updated  selected  data  through  September  1992. 
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National  Education  Goals 


In  1990,  the  nation's  governors,  in  cor\junction  with  the  White  House, 
developed  six  National  Education  Goals  to  be  met  by  the  year  2000:' 

1.  All  children  in  America  will  start  school  ready  to  learn. 

2.  The  high  school  graduation  rate  will  increase  to  at  least  90  percent 

3.  American  students  will  leave  grades  four,  eight,  and  twelve  having 
demonstrated  competency  in  challenging  subject  matter,  including 
English,  mathematics,  science,  history,  and  geography;  and  every  school  in 
America  will  ensure  that  all  students  learn  to  use  their  minds  well,  so  they 
may  be  prepared  for  responsible  citizenship,  further  learning,  and 
productive  employment  in  our  modem  economy. 

4.  U.S.  students  will  be  first  in  the  world  in  science  and  mathematics 
achievement 

5.  Every  adult  American  will  be  literate  and  will  possess  the  knowledge 
and  skills  necessary  to  compete  in  a  global  economy  and  exercise  the 
rights  and  responsibilities  of  citizenship. 

6.  Every  school  in  America  will  be  free  of  drugs  and  violence  and  will  offer 
a  disciplined  environment  conducive  to  learrung. 


'ED.  America  2000:  An  EducaOon  Strategy  Sourcebook.  April  18,  1991. 
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Department  of  Education:  Organization  and 
Programs 


The  U.S.  Department  of  Education,  created  in  1979,  is  the  primary 
Cabinet-level  federal  department  that  assists  the  President  in  pursing  his 
educational  agenda  for  the  nation  and  in  implementing  federal  education 
laws  enacted  by  the  Congress. 


Organization  and 
Functions 


ED  has  some  5,000  employees.  About  half  work  in  six  program  offices.  The 
others  work  in  several  central  management  offices  (including  the  Offices 
of  the  Secretary  and  Deputy  Secretary),  the  Office  of  Inspector  General, 
and  the  Office  for  Civil  Rights  (see  fig.  III.1).  Each  office  has  a  role  in 
carrying  out  ed's  diverse  functions  (see  table  QI.l). 
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Department  of  EdncUlon:  Orsulxatloa  • 

Progranu 


Figure  III.1:  Department  o»  Education  Organization  Chart  (Sept  1992) 
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DcparOBUt  of  Edneuiaa:  OrganlzaUoa  ■ 

Programs 


Tab)*  III.1 :  Department  of  Education  Offlcas:  Function,  Funding,  and  Staffing  (Rscal  Year  1992) 


Dollars  in  millions 


Offlc* 


Function 


Approprlatlona      Programa*     Employee* 


Postsecondary  Education 


Adminislers  funding  for  postsacondary  education 
programs,  including  student  rinarK:ial  assistance, 
institutional  development,  student  services,  fiousing 
and  academic  facilities,  cooperative  education, 
international  education,  and  graduate  education. 


$12,109 


54  1,222 


Qementary  and  Secondary 
Education 


Provides  financial  assistance  to  stales,  local 
education  agencies,  and  Indian-controlled  scfiools  to 
improve  preschool,  elementary,  and  secondary 
school  student  acfiievement. 


9,189 


58  287 


Special  Education  and 
Refiabilitative  Services 


Supports  programs  Ifiat  assist  in  educating  cfiildren 
with  special  needs,  provides  rehabilitative  services  to 
youth  and  adults  with  disabilities,  and  supports 
research  to  improve  the  lives  of  individuals  with 
disabilities. 


5,054 


59  425 


Vocational  and  Adult  Adminislers  programs  that  help  slates  assist  adults  in 

Education  attaining  the  basic  skills  needed  to  obtain  a  high 

school  diploma  or  its  equivalent  and  find  employment. 


1,443 


25  113 


Educational  Research  and 
Improvement 


Collects,  analyzes,  and  disseminates  information  on 
the  progress  and  condition  of  American  education; 
conducts  and  funds  education  research:  and 
administers  programs  to  promote  reform  and 
innovation,  improve  practice,  and  enhance  libraries 
and  library  education  


420 


35  495 


Bilingual  Education  and 
Minority  Languages  Affairs 


Administers  bilingual  education  programs  to  students 
with  limited  English  proficiency  in  elementary  and 
secondary  schools  and  conducts  research  and 
evaluation  in  bilingual  education. 


Civil  Rights 


Ensures  equal  access  in  federally  funded  education 
programs  by  investigating  complaints,  conducting 
compliance  reviewrs.  and  providing  technical 
assistance  to  rielp  institutions  achieve  voluntary 
compliance  with  civil  rights  laws. 


225 


18 


48 


54 


902 


The  Secretary 


Provides  for  the  overall  direction,  supervision,  and 
coordination  of  all  Department  aclivities  and  advises 
the  President  on  all  federal  policies,  programs,  and 
activities  rela'ed  to  US.  education. 


105 


Oepuly  Secretary 


Assists  the  Secretary  in  the  discharge  of  Secretarial 
duties  and  responsibilities.  The  Deputy  Secrelary 
serves  as  Acting  Secretary  in  the  absence  of  the 
Secrelary  


24 


(continued) 
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bcparOMBt  ofEdnwtiOB:  Orf  nlntton  I 

Progrmna 


Dollars  in  millions 


Office 


Human  Resources  and 
Administration 


General  Counsel 


Inlergovernmenial  and 
Interagency  Affairs 


Function 


Oversees  departmental  administrative  matters,  and 
directs,  coordinates,  and  recommends  policies  for 
activities  thai  include:  evaluating  and  assessing  the 
departmental  programs  and  internal  management 
practices;  managing  the  Department's  discretionary 
grant-making,  procurement,  and  automated  data 
processing  activities:  providing  personnel  and 
training  services  to  departmental  offices;  providing 
resource  management  services,  including  facilities 
management,  administrative  support,  and 
audiovisual  communications;  and  developing  and 
managing  the  departmental  Affirmative  Action 
Program.        


AppropriatlcKH      Programa*     Employee* 

'  »  549 


Inspector  General  Conducts  and  supervises  audits,  investigations. 

inspections,  and  other  reviews  of  ED'S  programs  and 
operations;  provides  leadership,  coordination,  and 
policy  recommendations  to  promote  economy, 
efficiency,  and  effectiveness,  prevents  fraud  and 
abuse  in  ED  programs  and  operations;  and  reviews 
proposed  and  existing  legislation  and  regulations 
governing  ED's  programs. 


Provides  legal  services  to  the  Department  and  its 
officials  that  include:  interpreting  all  federal  laws 
affecting  ED's  operations;  representing  ED  in 
administrative  and  judicial  litigation,  and  drafting  and 
reviewing  legislation  and  regulations  for  ED;  and 
advises  the  Secretary  and  other  officials  on  policy 
initiatives  and  legal  developments. 


Policy  and  Planning                   Oversees  all  matters  related  to  Department  program 
plans  and  directs,  coordinates,  and  recommends 
policy  lor  activities  that  are  designed  to:  coordinate 
planning  and  policy  discussions  with  the  Office  of 
Ik/lanagement  and  Budget  and  Executive  Office  of  the 
President,  direct  analytical  studies  on  the  economic, 
social,  and  institutional  impact  of  exislmg  and 
proposed  education  policies  and  provide  advice  on 
the  formulation  of  departmental  policies,  legislative 
proposal,  and  program  operations;  and  develop, 
coordinate,  and  monitor  a  planning  system  for 
supporting  the  Departments  long-term  program 
strategies  and  financial  pians 


Serves  as  liaison  between  ED  and  the  public  and 
provides  overall  leadership  for  the  Department  in 
establishing  communications  with  a  wide  variety  of 
intergovernmental,  interagency,  international,  and 
public  advocacy  groups 


26 


365 


112 


65 


125 


(continued) 
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DepartmcDC  of  Edocadon:  OrsanlzAtioa 

Progrmma 


Dollars  in  millions 


Offlca  Function  Appropiiatlona       Program**      EmployMa 

Management  and  Oversees  all  matters  related  to  program  policy.  °  "  250 

Budget/Chief  Rnancial  Officer  budget,  and  legislative  development:  management  of 

the  Oepanment's  program  budget  and  administrative 

resources:  financial  management,  financial  control. 
and  accounting:  and  program  analysis. 

Legislation  and  Coordinates  and  directs  departmental  interaction  '  °  29 

Congressional  Affairs  wilfi  tfie  Congress  by  working  closely  wilfi  ihe 

Secretary  and  depanmenlal  offices  to  develop  and 

present  ED's  legislative  programs  and  coordinating 

congressional  testimony  by  Department  officials,  ifiis 

office  also  responds  to  congressional  inquiries  about 

Department  programs  and  policies  and  notifies 

members  of  Ihe  Congress  about  award  of  grants  and 
contracts. 

■As  of  fiscal  y«af  1991 

■mwse  offices  do  nol  administer  programs. 

These  offices  do  not  receive  a  separate  appropnation  but  snare  in  the  approprialion  received  for 
program  administration  of  S292  million. 

f^te:  This  table  does  not  include  tt^e  appropriation  of  S90  million  tor  the  Educational  Excellence 
Initiative  and  the  S292  million  for  program  administration. 

Source:  ED 

Program  offices  range  in  size  from  the  Office  of  Postsecondaiy  Education 
(over  1,200  employees)  to  the  Office  of  Bilingual  Eklucation  and  Minority 
Languages  Affairs  (48).  Most  of  ED's  work  force,  70  percent,  is  located  in 
headquarters,  while  30  percent  work  in  the  10  regiorul  offices.  Top-level 
regional  maiuigers  report  directly  to  their  counterparts  in  the  Washington 
headquarters. 

The  Department  funded  more  than  200  programs  out  of  fiscal  year  1992 
appropriations  of  $28.8  billion.  Four  offices  were  responsible  for 
dispersing  almost  all  the  appropriations:  the  Offices  of  Postsecondary 
Education  ($12.1  bilUon  or  42  percen,.),  Elementary  and  Secondary 
Education  ($9.2  billion  or  32  percent),  Special  Education  and 
Rehabilitative  Services  ($5.1  biUion  or  17  percent),  and  Vocational  and 
Adult  Education  ($1.4  billion  or  5  percent)  (see  fig.  in.2). 
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Figure  111^:  Most  Spending  Managed 
by  Four  Office*  (Rscal  Year  1992) 


Special  Education  and 
Rehabilitative  Services 

5% 

Vocational  and  Adult  Education 

4% 

Another 


Postsecondary  Education 


Elementary  and  Secondary 
Education 


Of  ed's  fiscal  year  1992  appropriations,  allocations  for  salaries  and 
expenses'  account  for  about  1  percent  and  four  program 
areas — Compensatory  Education,  Pell  Grants,  Federal  Family  Education 
Loans,  and  Special  Education — about  70  percent 


'Includes  salanes  and  benefits  of  ED  employees,  contracts  (or  student  aid  data  collection  and 
processing  and  other  deparvnental  services;  costs  associated  with  accounting,  fuiandal  management, 
and  payroll;  and  other  admmistiabve  expenses  such  as  rent,  utilities,  travel,  and  mail. 
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Work  Load  Increased  While  Resources 
Declined 


Through  the  1980s,  ed's  resources  decreased  while  its  work  load  grew. 
Through  reductions-in-force  and  hiring  freezes,  ed  experienced  the 
greatest  drop  in  staffing  of  any  Cabinet  department,  32  percent  from  1982 
to  1988.  At  about  the  same  time,  the  numbers  of  programs  funded,  grants, 
contracts,  and  loan  activities  grew. 


ED  Resources 
Decreased  in  the 
1980s 


As  one  would  expect,  the  general  decline  in  ed's  stafBng  numbers  (shown 
in  fig.  rv.l)  was  accompanied  by  a  drop  in  salaries  and  expenses.  By  fiscal 
year  1991,  salaries  and  expenses  were  22  percent  less  than  the  1981  levels 
when  adjusted  for  inflation. 


Rgure  IV.1:  ED's  Reduction  of  Staff  Greater  Than  Any  Other  Cabinet  Department 
M      ParevmCruflgaloriantalMaStaniiigLxnls 


/ 


C«bin«t  Ovpartmant 


Average  Change  m  FwJerai  Errctoyment 

Note:  Between  1982  and  1988.  federal  empk:yrr>en(  overall  decreased  an  average  of  4.4  percenL 

Source:  Office  of  Personnel  Management  (0PM). 
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Work  Load  Increocd  While  Remura 

UecUaed 


At  the  same  time,  departmental  appropriations  increased  in  current 
dollars,  ed's  total  appropriations  increased  from  $14.8  bilbon  lo 
$28.8  billion,  about  95  percent,  between  fiscal  years  1981  and  1992. 
Throughout  the  1980s,  Presidents'  budget  requests  tended  to  be  less  than 
what  the  Congress  had  appropriated  the  previous  year.  Although  the 
Congress  usually  ^prophated  more  than  Presidents  requested  for  EO 
programs  between  fiscal  years  1981  and  1992,  it  tended  to  appropriate  less 
than  requested  for  salaries  and  expenses  (see  fig.  IV.2). 


Figure  IV.2:  Congress  lisually 
Appropriated  More  Than  Presidents 
Requested  for  Programs  but  Not  for 
Salaries  and  Expenses 


^^—    Toul  EO  Budgel 

^■"    Salaries  and  Expenses 

Note:  Because  EO  did  not  begin  operation  unlit  May  1980.  no  tMidget  was  requested  until  1961. 
Source:  Congressional  Research  Service  and  EO 


ED  Work  Load  and 

Responsibilities 

Increased 


Even  as  ed's  stafiing  and  the  amoimt  appropriated  for  salaries  and 
expenses  declined  when  adjusted  for  inflation,  its  work  load  increased. 
The  number  of  programs  funded  between  1981  and  1991  grew  from  an 
estimated  150  to  about  220,  as  figure  1  on  page  5  shows. 
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Work  Load  IncrcAaed  WUle  Reooiire«« 

DecUacd 


Grants,  contracts,  and  loan  activities  also  grew  during  the  1980s.  The 
number  of  contracts  ed  awarded  increased  103  percent  between  fiscal 
years  1986  and  1992.  The  number  of  discretionary  grants  rose  36  percent 
and  formula  grants  rose  85  percent  between  fiscal  years  1988  and  1992 
(see  fig.  rv.3).  The  number  of  loan  commitments  in  the  Federal  Family 
EMucation  Loan  Program  (known  as  the  Guaranteed  Student  Loan 
Program)  increased  109  percent  from  2.3  million  in  fiscal  year  1980  to 
4.8  million  loans  in  fiscal  year  1991. 


Figure  IV.3:  Number  of  Discretionary 
and  Formula  Grants  Increased  Over 
Time 


Formulj  Grants 


Source:  EO. 


In  the  OfiQce  for  Civil  Rights,  civil  rights  complaints  increased  dramatically 
over  the  last  decade  and  now  exceed  any  previous  level  in  the 
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Department's  history  (see  fig.  rv.4).  At  the  same  time,  the  OfQce 
experienced  a  23-percent  drop  in  its  use  of  employees — from  1,099 
employees  in  fiscal  year  1981  to  848  in  1992.  Because  complaints  now 
require  more  labor-intensive  investigation,  the  Office  for  Civil  Rights  has 
been  unable  to  devote  the  amount  of  resources  it  would  like  for 
compliance  review  investigations  and  technical  assistance.  As  a  result,  in 
fiscal  year  1992  the  Office  was  unable  to  devote  more  than  6  percent  of  its 
regional  staff  resources  to  compliance  review  investigations  and  4  percent 
to  technical  assistance  activities. 


Figure  IV.4:  Complaints  Filed  With  the 
Office  tor  Civil  Rights  Rose  to  Highest 
Level  In  ED's  History  While  Staff 
Dropped  23  Percent  (Fiscal  Years 
1981-92) 


4S00      NumlMt 


^^    Annual FTE Usage 

^^— •    Regutaf  Compfami  Rec«ipls* 

■Excludes  those  refiled  due  to  enactment  ol  the  Civil  Rights  Restoralion  Act  ol  1987  and  those 
repetitively  retiled  by  a  single  complainant. 


Source:  ED. 
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Human  Resource  Issues:  Training, 
Recruiting,  and  Work  Force  Assessments 


Several  of  our  m^or  findings  regarding  leadership  in  the  Department  of 
Education  are  human  resource  issues.  They  include  the  lack  of  vision  and 
commitment  to  management  improvement  on  the  part  of  its  leaders.  Also 
significant  is  the  Department's  high  proportion  of  political  appointees, 
which  exacerbates  the  amount  and  frequency  of  turnover,  particularly  in 
technical  and  policy-making  leadership  positions.  In  addition,  ed  needs  to 
address  issues  in  training,  recruiting,  and  work  force  assessments. 


Work  Force 
Composition  Diverse 


In  September  1992,  ed  employed  a  diverse  work  force,  in  which  women 
(61  percent)  and  minorities  (46  percent)  were  well  represented.  Compared 
with  other  Cabinet-level  departments,'  ed  employed  a  higher  percentage  of 
minorities  in  fiscal  year  1990,  had  a  higher  percentage  of  women  than  all 
but  one  (Health  and  Human  Services),  and  employed  a  higher  percentage 
of  persons  with  targeted  disabilities.^  But  while  ED  had  the  highest 
percentage  of  blacks  and  women  at  GS  11-15  levels  when  compared  to  22 
of  the  largest  federal  agencies  in  fiscal  year  1990,  the  proportion  of  blacks 
and  women  decreased  at  higher  grade  levels.  For  example,  black  women 
were  34  percent  of  employees  at  grades  9-12,  13  percent  of  employees  at 
grades  13-15,  and  2  percent  of  senior  executives  in  fiscal  year  1991.  In 
contrast,  white  women  were  25  percent  of  employees  at  grades  9-12, 
28  percent  of  employees  at  grades  13-15,  and  20  percent  of  senior 
executives.  Similarly,  black  men  constituted  11  percent  at  grades  9-12, 
8  percent  at  grades  13-15,  and  6  percent  of  the  senior  executives,  while 
white  men  were  23  percent  of  grades  9-12,  45  percent  of  grades  13-15,  and 
63  percent  of  the  senior  executives. 

ED  officials  are  justifiably  proud  of  the  overall  diversity  of  the 
Department's  work  force.  However,  the  relatively  low  percentage  of 
women  and  minorities  at  higher  grade  levels  within  ED  suggest  that  it,  like 
other  agencies,  may  have  retention  and  discrimination  problems  in  the 
future  in  the  absence  of  corrective  action. 


Employee  Training 
Neglected 


ED  has  been  unsuccessful  in  developing  and  upgrading  the  skills  of  its 
current  work  force  due  to  insufficient  training  resources.  ED  managers  and 
several  reports  identified  serious  skill  weaknesses  in  such  areas  as 
accounting,  finance,  analysis,  writing,  and  management  But  throughout 


The  Departments  of  Defense  and  Veterans  AfTairs  are  nuc  included  In  this  compailson. 

^ar^eted  disabilities'  refers  to  deafness,  blindness,  missing  extremities,  partiaj  and  complete 
paralysis,  convulsive  disorders,  mental  retardation,  mental  illness,  and  distortion  of  the  liirbs  and 
spine. 
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the  1980s,  ED  lagged  far  behind  the  growth  in  training  investment  in  the 
federal  government  as  a  whole  (see  fig.  V.l). 


Figure  V.l :  ED  Investment  In  Training 
Lagged  Behind  Federal  Government 


PananI  Chang*  Fram  It 
1M 


^^    Federal  Govemmenl 
Source:  ED. 


Likewise,  the  proportion  of  ed  employees  receiving  training  also  was  less 
than  the  federal  average  (see  fig.  V.2). 
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Figure  V.2:  Percent  of  Employees 
Receiving  Training  Less  Than  Federal 
Average  (Fiscal  Year  1990) 


Supaoriton  and         Nonaupaoriaors 
Managara 


22  Largest  Fedefai  Agencies 


Source:  0PM, 


Recruitment  Problems 
Widespread, 
Tlmeliriess  an  Issue 


Many  senior  managers  recounted  difficulties  related  to  recniiting 
employees  and  the  slow  process  of  ED  personnel  actions.  They  called  the 
process  frustrating  because  it  reduces  their  competitiveness  in  hiring 
qualified  applicants  and  leaves  positions  unfilled  for  longer  than  they  wish. 

An  example  of  the  many  problems  in  recruiting  qualified  people  in  a  timely 
fashion  was  given  by  one  top  manager,  who  said  it  took  him  over  9  weeks 
to  get  an  eligible  list  of  GS-6s.  Another  noted  it  took  15  months  to  till  a 
vacancy  for  a  professional  staff  position.  One  reason  is  that  ed's  Personnel 
Management  Service  does  not  advertise  positions  in  places  where  they  are 
likely  to  attract  more  qualified  applicants,  managers  asserted.  For 
e.xample,  one  position  required  the  skills  possessed  by  school  district 
business  managers.  Rather  than  advertising  in  the  professional  journal  to 
which  the  pool  of  qualified  applicants  subscribe,  it  was  only  posted  in  the 
standard  federal  information  places.  This  attracted  no  applicants. 
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Nor  was  Personnel  termed  helpful  in  getting  managers  through  the 
nuances  of  hiring.  For  example,  one  numager,  unfamiliar  with  writing 
position  descriptions,  said  she  could  not  get  the  assistance  she  needed 
from  Personnel.  Still  other  managers  said  that  often  the  people  on 
Persormel's  certification  list  were  unqualified.  Sometimes  a  position  had  to 
be  advertised  several  times  before  a  qualified  candidate  was  selected. 

Nonetheless,  some  managers  perceived  ed's  Personnel  Management 
Service  as  helpful  in  meeting  their  needs.  Others  suggested  that  Personnel 
staff  were  simply  overworked  and  "move  as  fast  as  they  can"  or  perceived 
the  slowness  of  the  process  as  attributable  to  oPM-mandated  procedures. 


Issues  Identified,  but 
Work  Force 
Assessment 
Unsystematic 


Various  studies  ed  has  conducted  highlight  some  of  the  human  resource 
issues  confronting  the  Department  For  example,  the  Department's  1990 
task  force  report  and  its  strategic  training  plan  said  ed  is  having  difficulty 
attracting  and  keeping  younger,  high  skilled  workers. 

A  1991,  joint  omb/ed  study  on  student  financial  assistance'  identified 
serious  weaknesses  in  human  resource  management,  particularly  the  lack 
of  employees  with  adequate  financial,  accounting,  and  analysis  skills; 
training;  and  technical  leadership.  In  our  report  on  the  Office  of  Special 
Education  and  Rehabilitative  Services,*  we  identified  mjgor  problems  in 
filling  vacancies,  key  positions  filled  on  an  actiiig  basis,  and  limited 
training  and  development  programs. 

In  addition,  during  our  review  ed  managers  cited  concerns  about  a  range 
of  human  resource  management  problems  with  recruiting,  training, 
promotion,  and  a  dwindling  resource  pool.  These  issues,  they  say,  have  not 
been  systematically  assessed  or  studied.  While  some  work  has  been  done 
in  identifying  specific  needs  of  individual  offices,  and  groups  of 
employees,  no  Department-wide  assessment  of  work  force  needs  has  been 
done. 


"OMB^ED,  Improving  Guaranlted  Soident  Loan  M»na«einent  A  Blueprint  for  Acoon,  April  1991. 

'DepanmCTt  of  Education:  Manajjeinan  of  the  OfTice  of  Special  Education  and  Rehabiliutivt  Services 
(CAWHRb-96-2l6ft.  Um  ii.  1^) 
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Efforts  Underway  to 
Improve  Human 
Resource 
Management 


In  December  1991,  Department  officials  initiated  efforts  aimed  at 
improving  ed's  human  resource  management  ed  officials  have  begun 
projects  to  address  training  needs  and  involve  their  employees  in 
improving  work  processes. 

For  example,  officials  developed  and  piloted  plans  for  an  employee  skills 
clinic  where  ED  employees  can  have  their  skills  assessed  and  obtain 
information  about  internal  and  external  training  opportimities  to  upgrade 
their  skills.  In  addition,  a  consultant  will  help  ED  develop  a  model 
recruitment  program,  ed  administered  a  survey  to  all  employees  to  solicit 
their  opinions  about  job  conditions,  the  work  environment,  recognition   . 
and  contributions,  and  overall  effectiveness  of  the  Department  ed's  Office 
of  Vocational  and  Adult  Education  has  implemented  its  "Star  POC 
(Principal  Operating  Component)  initiative  as  part  of  its  nussion.  This 
initiative  is  intended  to  improve  morale,  communication,  and  productivity 
and  to  encourage  employee  involvement,  contribution,  and  teamwork. 
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Tables  Supporting  Figures  in  Text 


Table  VI.1:  Data  tor  Figure  1 


Fiscal  year 

Estimated 
numlMr  o( 
programs 

Percentage 

difference  from 

1981  levels 

Staffing 
(FTE) 

Percentage 

difference  from 

19B1  levels 

1981 

150 

• 

6.883 

• 

1982 

115 

-23 

5.660 

-18 

1983 

120 

-20 

5.369 

-22 

1984 

125 

-17 

5.026 

-27 

1985 

135 

-10 

4.877 

-29 

1986 

145 

-3 

4.527 

-34 

1987 

165 

10 

4.413 

-36 

1988 

180 

20 

4.516 

-34 

1989 

200 

33 

4.425 

-36 

1990 

208 

39 

4.596 

-33 

1991 

220 

47 

4.630 

-33 

Dollars  in  thousands 

Office 

Fiscal  year  1992 
appropriation 

Percent  of 
appropriation 

Postsecondary  Education 

$12,109,136 

42 

Elemeniary  and  Secondary  Education 

9.188.917 

32 

Special  Education  and  Renabilitative 
Services 

5.053.932 

17 

Vocational  and  Adult  Education 

1.442.608 

5 

All  other 

1.038.296 

4 

Table  Vl^:  Data  for  Rgure  IIU 


Table  VU:  Data  for  Hgure  IV.1 
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Department 

Percent  ctiange  In  staff  for 
1982-68 

Justice 

30 

Treasury 

23 

State 

11 

Defer  sa 

7 

Veterans  Affairs 

5 

Commerce 

-3 

Transponalion 

-3 

Agriculture 

-11 

Energy 

-13 

Interior 

-14 

Labor 

-;6 

Housing  and  Urban  Oeveiooment 

-17 

Health  and  Human  Services 

-23 

Education 

^2 

Table  V1.4:  Data  for  Rgure  IVJ 


Dollars  in  thousands 


Rscal  year 


Total  EO  budget 


Salaries  and  expenaes 


Request 


Appropriation 


Percentage 
difference 


Request 


Appropriation 


Percentage 
difference 


1981 


$15,485,332 


$14,807,740 


$291,096 


$262,513 


1982 


1983 


1984 


12.353.966 


14.752.370 


19 


308.719 


9.950.508 


15.422.286 


55 


256.505 


13.191.889 


15.441.482 


17 


294.835 


275.462 


290.663 


292.382 


1985 

15.484.949 

19.078.624 

23 

301.450 

303.762 

1 

1986 

15.545.314 

17.939.011 

15 

277.342 

273.512 

-1 

1987 

15.218.094 

19.687.697 

29 

295.755 

294,070 

-1 

1988 

14.049.789 

20.314.175 

45 

316.000 

299.118 

-5 

1989 

21.164.824 

22.738.556 

7 

314.701 

310.718 

-1 

1990 

21.910.000 

24.622.959 

12 

342.124 

312.517 

-9 

1991 

24,618.311 

27.503.298 

12 

406.700 

353.076 

-13 

1S92 

29.620.044 

28.832.889 

-3 

388.088 

371.412 

-J 
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T«bl«  Vl^:  Data  tor  Rgura  NJ3 


Numbf  of  granu,  tl»c»l  yef 


Typa  of  grant 


isas 


1988 


1990 


1991 


1992 


Discretionary 


7,757 


8.120 


9.018  10.663 


10.559 


Rxmula 


2.689 


3.988 


4.149 


4.238 


4.972 


Table  VI.6:  Data  for  Rgura  IV.4 


Flacal  year 


1981 


1982 


1983 


1984 


1985 


1986 


1987 


1988 


1989 


1990 


1991 


1992 


Annual  FTE  amployae 


1,099 


976 


941 


907 


913 


843 


807 


808 


789 


815 


797 


848 


Regular  eomplalnl 
receipt* 


2,889 


1.840 


1,946 


1,934 


2.064 


2.128 


1.974 


2.236 


2.779 


3.384 


3.809 


4.432 


Table  VI.7:  Data  for  Hgurc  V.I 


ED 


Federal  government 


Racal  year 


Training 
expenditures 


Percentage 

change  from 

1981 


Percentage 

Training        change  from 

expenditures  1981 


1981 

$1,089,425 

• 

$370,963,901 

1984 

885,469 

-19 

476,993,493                           29 

1985 

849.631 

-22 

550,106.092                           48 

1986 

752.592 

-31 

721,194.820                           94 

1987 

892,446 

-18 

839.363.403                         126 

1988 

824,818 

-24 

1.029,324.721                         177 

1989 

1,288,864 

18 

972.055.228                         162 

Percent  receiving  training 

Average  of  22  largest 
ED                   federal  agencies 

Supervisors  and  managers 

42                                            62 

Nonsupervisors 

10                                               24 

Table  VI.8:  Data  for  Rgure  V.2 
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Comments  From  the  Department  of 
Education 


UNITED  STATES  DEPARTMENT  OF  EDUCATION 

THE  SECRCTARY 

April  20,  1993 

Mr.  Charles  A.  Bowsher 

Coaptroller  General  oC  the  United  States 
United  states  General  Accounting  Office 
Washington,  OC  20548 

Dear  Mr.  Bowsher: 

I  an  writing  in  response  to  the  Draft  Report  to  the  Secretary  of 
Education  on  the  management  of  the  Departoient.  I  appreciate  the 
opportiinity  to  review  and  comnent  on  the  draft  report. 

Although  the  report,  in  focusing  on  problems  within  the 
Department,  overlooks  some  positive  efforts  and  successes  —  and 
may  thereby  paint  a  somewhat  overly  bleaX  picture  —  I  believe  it 
is  generally  an  accurate  assessment  of  the  management  problems 
that  I  inherited  and  plan  to  address.   In  a  comprehensive  form, 
it  reinforces  many  of  the  sane  conclusions  that  the  Department 
itself  has  reached  as  a  result  of  the  employee  survey  that  was 
conducted  last  year. 

The  draft  report  will  serve  as  a  useful  road  map  to  me  and  my 
senior  staff  as  we  pursue  efforts  to  improve  the  culture  and 
management  of  the  Department.   Its  description  of  the  management 
neglect  and  staffing  problems  that  characterized  the  Department 
during  the  1980s  provides  me  with  a  valuable  historical 
perspective  and  insight  into  the  dimensions  of  the  problems  we 
face.   Some  changes  can  be  made  in  the  short  term  but  others  will 
taXe  several  years  to  build  up  the  Department's  management 
capacity  which  has  been  eroded  for  the  last  12  years. 

r  have  appointed  Deputy  Secretary  Madeleine  Kunin  to  oversee  our 
efforts  to  strengthen  the  Department's  management.   Two  teams 
representing  all  operating  units  of  the  Department  have  been 
meeting  for  several  months  to  lay  the  groundwork  for  a 
Department-wide  Total  Quality  Management  (TQM)  initiative.   They 
are  near  completion  of  a  strategic  plan  and  TQM  guidelines  that 
would  serve  as  an  initial  framework  tor  improving  the 
Department's  performance  in  the  critical  areas  addressed  by  your 
draft  report.   In  addition,  the  President's  initiative  to 
reinvent  government  will  provide  us  with  a  further  opportunity  to 
identify  and  correct  many  long-standing  management  weaknesses.   I 
hope  that  we  may  continue  to  have  your  suggestions  as  we  proceed 
to  tackle  these  problems. 

Yours  sincerely, 


Richard  w.  RilejrJ 


«oo  MA«njUfD  «»..  ^^ 


•    WAMBnTOH.  DC.  Mta.0100 


%C'  (Itrougftobf  Ihc  tfaltam- 
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Major  Contributors  to  This  Report 


Human  Resources 
Division, 
Washington,  D.C. 


Eleanor  L.  Johnson,  Assistant  Director,  (202)  512-7209 

Sherri  K.  Doughty,  Project  Manager 

Gail  Johnson,  Senior  E>valuator 

Linda  C.  Diggs,  Evaluator 

Sandra  L  Baxter,  Senior  Evaluator 

Donald  R.  Baiardo,  Senior  E^raluator 

Virginia  T.  Douglas,  Report  Analyst 

William  J.  Carter-Woodbridge,  Writer-Editor 

Ann  P.  McDermott,  Graphics  Consultant 


Information 
Management  and 
Technology  Division, 
Washington,  D.C. 

Accounting  and 
Financial 

Management  Division, 
Washington,  D.C. 


Douglas  D.  Nosik,  Assistant  Director 
Paula  N.  Denntan,  Senior  E^^uator 
Matthew  D.  Ryan,  Evaluator 


Gloria  L  Jarmon,  Assistant  Director 
William  Anderson,  m.  Senior  Evaluator 


jm  »«ss(*  ttB^l»»tl  wnujAM  t  COMh  MAW* 

DAM)  **-0'   kav&M^A:  1 1.*©  COC*""*  wiHH^ 

LIOikAV  W1ISS    tt*'i   DWtrtOk 

»hA«i,>h  L  >Oiii  HM«o'i-T>  ;iAi>  0MIC10M  am:  CMtr*  cOimsi  . 
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Senate  fenwnent  Sobtommittet 
V  Irwstigations 

Hnitcd  3tarcs  3matc^^j,T^       84 

COMMITTEE  ON 
GOVERNMENTA.  ACFAIRS 

WASHINGTON.  DC  :a510-62SO 


Julv  28,  1993 


The  Honorable  Richard  V.    Riley 

Secretarj'  of  Education 

U.S.  Department  of  Education 

Federal  Office  Building  6 

4  00  Maryland  Avenue,  S.W. 

Washington,  D.C.   20202 

Dear  Secretary  Riley: 

As  you  know,  the  Senate  Permanent  Subcommittee  on 
Investigations  is  conducting  an  inquire-  into  allegations  of 
fraud  and  abuse  in  the  Pell  Grant  program.  During  the  course 
of  th.LS  ongoing  investigation,  several  policy  questions  have 
been  raised  about  the  program. 

In  support  of  this  investigation,  please  provide  the 
following  information  to  the  Subcommittee: 

For  the  period  1986-19S2,  the  number  of  Pell  grant 
awardees  who  were  incarcerated  prisoners  (federal,  state, 
and/or  local),  and  the  total  ar.ount  of  Pell  grants  awarded  to 
them. 

-  For  the  period  1986-1992,  the  number  of  Pell  grant 
awardees  who  were  studying  abroad,  and  the  total  amount  of 
Pell  grants  awarded  to  them. 

During  the  period  19E2-1992,  the  number  of  Pell 
grant  awardees  who  received  Pell  grants  for  more  than  five 
consecutive  years,  and  the  total  amount  cf  their  Pell  grant 
awards . 

During  the  period  1975-1992,  the  number  of  Pell 
grant  awardees  who  received  Pell  grants  for  more  than  ten 
years,  and  the  total  amount  of  their  Pell  grant  awards. 

-  For  the  period  1986-1992,  the  r.ui7.ber  of  Pell  grant 
awardees  who  were  non-U. £.  citizens,  and  the  total  amount  of 
Psll  crants  awarded  to  them . 
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Page  2 . 

The  nunber  of  schools  participating  in  Title  IV 
programs  which  tre  not  regulated  by  their  respective  Statt 
higher  education  departments . 

The  number  of  schools  participating  in  Title  IV 
programs  which  are  not  regulated  by  their  respective  State 
governments . 

The  number  of  schools  participating  in  the  Pell 
grant  program  which  are  specifically  exempt  from  the  State 
license  requirement  of  the  Higher  Education  Act. 

A  list  of  the  institutions  which  participate  in  the 
Pell  grant  program,  sorted  by  state.  Indicate  accrediting 
agency  for  each. 

Thank  you  for  the  continued  cooperation  of  the 
Department  during  the  Subcommittee's  investigation.  I  am 
hopeful  that  this  inquiry  will  result  in  assisting  the 
Department  and  the  Congress  in  implementing  meaningful  reforms 
in  the  student  aid  programs. 

Sincerely, 

I 


Sam  Nunn,  Chairman 
Permanent  Subcommittee 
on  Investigations 
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UNITED  STATES  DEPARTMENT  OF  EDUCATION 

THE  SECRETARY 


October  13,  1SS3 


Honorable  Sam  Nunn  i.  _    . 

Chairman,  Permanent  Subcommittee  U^-  'i  J 

on  Investigations 
Committee  on  Governmental  Affairs  wwostrv O?^'-- 

United  States  Senate 
Washington,  DC   20510-6250 

Dear  Senator  Nunn: 

Thank  you  for  your  letter  of  July  28,  1993  in  which  you  requested 
data  and  other  information  concerning  the  Federal  Pell  Grant 
Program.   As  indicated  in  my  interim  response,  1  directed  my 
staff  to  compile  as  much  data  as  could  be  produced  within  the 
past  several  weeks.   We  now  have  sufficient  information  to 
respond.   The  specific  responses  to  your  data  requests  are 
provided  in  the  enclosures  to  this  letter.   I  apologize  for  the 
delay  in  responding  to  you. 

I  hope  this  information  is  useful  to  you.   If  you  have  any 
further  questions,  please  contact  me. 


Yours  sincerely, 
Richard  W.  Riley  ^^^^ 


Enclosures 


<OOMARVLAAD  A\X.    b  W      WASHWr-^OK.  D  C    20202-0100 
Our  mi.«.«;i:r  I?  lo  cnsuTi-  ecual  access  lo  education  end  to  promolr  t  Juca.'ional  CJrcc  :rncr  throuph^ul  the  Antion 
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Ouescior. :   For  the  period  1988-92,  the  niimber  of  Pell 

Grant  awardeee  who  were  incarcerated  prisonere  (federal,  Etate, 

and/or  local),  and  the  total  amount  cf  Pell  Grants  awarded  to 

them. 

Answer:    Because  incarceration  had  nor.  been  an  eligibility 
criterion,  we  did  not  collect  data  or.  such  students.   However,  we 
have  employed  an  imputation  methodology  in  the  past  as  a  means  of 
obtaining  an  estimate  of  prisoners  who  obtain  Federal  Pell 
Grants.   The  core  assumption  for  this  methodology'  is  that  any 
specific  mailing  address  (mailbox,  street  location,  etc.)  where 
four  (4)  or  more  Federal  Pell  Grant  recipients  share  a  common 
address  is  an  incarceration  facility.   (We  recognize  the  inherent 
flaws  in  the  assumption  since  it  is  possible  that  a  number  of 
students  who  are  not  incarcerated  may  also  share  a  common 
address . ) 

Using  this  methodology,  we  estimate  that  less  than  70,000 
incarcerated  students  received  Federal  Pell  Grants  each  year  for 
the  award  periods  in  question. 

Additionally,  the  Department's  Office  of  the  Inspector  General 
(DIG)  recently  completed  a  study  of  incarcerated  students  in 
conjunction  with  several  routine  audits.   The  OIG  auditors  used  a 
different  methodology  than  the  Departmental  staff.   (The  OIG 
auditors  assumed  if  Federal  Pell  Grants  were  awarded  to  a  large 
group  of  students  having  a  common  address  in  the  same  zip  code  as 
a  federal  or  state  prison,  then  that  common  address  was  a  prison 
school . ) 

Using  this  mere  conservative  methodclogi',  CIG  estimates  that 
about  25,000  prisoners  received  Federal  Pell  Grants  each  year  for 
the  award  periods  in  question. 

Please  note  that  because  of  the  restrictions  of  Pell  eligibility 
pertaining  to  incarcerated  students  imposed  by  the  Higher 
Education  Amendments  of  1°S2,  we  are,  for  the  first  time, 
collecting  15S3-S4  award  year  data  on  incarcerated  students.   We 
v.'ill  be  happy  to  share  the  data  v.-ith  you  at  the  conclusion  of  the 
1993-94  crocesEi."^  cvcle  next  summer. 
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Questicr. :   For  the  period  1988-1PS2,  the  ausber  of  Pell  Grant 
aw£rdeeE  who  were  Etudying  abroad,  and  the  total  ajnount  of  Pell 
Grants  awarded  to  theai. 

Answer:    As  ir.  the  response  to  the  previous  question,  we  do  not 
collect  data  on  Federal  Pell  Grant  recipients  who  stucx'  abroad 
for  a  portion  of  their  education  experience  because  such 
infonr.ation  does  net  impinge  on  student  eligibility. 

There  are,  of  course,  several  universities  and  colleges  v.-hich 
maintain  extension  programs  abroad,  primarily  on  militarj"  bases, 
for  the  purpose  of  enabling  ser^'icemen  and  ser^'ice women  (and 
their  families)  tc  continue  their  education.   Furthermore,  a 
number  of  colleges  and  universities  actively  encourage  the:.r 
academically  outstanding  students  to  participate  ir.  "Junior  Year 
Abroad"  programs  whereby  undergraduates  study  abroad  during  their 
junior  year.   It  is  important  to  remember  that  these 
undergraduates  maintain  their  enrollment  status  in  a  domestic 
college  cr  university  which,  depending  on  the  school,  either 
utilizes  its  own  faculty  to  provide  the  instruction  abroad  or 
enters  into  an  agreement  with  a  foreign  university  to  crovide  all 
of  the  instr-jction  during  this  junior  year.   Indeed,  the 
Education  Amendments  of  19S2  amended  the  Higher  Education  Act  cf 
lSc5  to  specifically  endorse  the  use  of  Federal  Pell  Grant  funds 
for  study  abroad  programs.   (See,  for  example.  Section  401(b) (7) 
and  Section  401(c) (2) .) 

Question:  During  the  period  1982-1992,  the  niimber  of  Pell  Grant 
awardees  who  received  Pell  Grants  for  more  than  five  consecutive 
years,  and  the  total  amount  of  their  Pell  Grant  awards. 

Answer:   The  data  table  in  this  attachment  displays  the  number 
of  recipients  who  received  between  six  and  ten  Pell  Grant  awards 
during  the  19S2-E3  to  1S-SI-S2    award  years.   The  table  shows,  for 
example,  that  1,010  individuals  received  Pell  Grant  awards  for 
ten  (10)  years  which  totaled  514,766,645.   Thus,  these 
individuals  were  awarded  an  aggregate  average  cf  apprcximatei^' 
314,640  fcr  that  time  oeriod. 

Pell  Grant  Propram  -  Award  Years  19S2-S3  to  1991-92 

Nunn  Question  -  Pell  Grant  Recipients  for  More  than  Five  Consecutive  Years 

Prepared  by:   Pell  Grant  S^'Stems  Di^ision/PSS/SFAP 


Number  of             Number  of  Jo-jsd  Award 
ATi'ard  "i'ears 

6  113.737  SI. cue. 979. 923 

7  34.598  S368.6S1.M9 

8  10.220  S122.513.S43 
9 

10 


Number  of 

Recipients 

113.737 

34.598 

10.220 

3.011 

1.010 

S40.577.907 
S14,786.845 


^°'^  162,576  51,588,340.06- 
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;"jescicr. :      During    the   period   1S75-19S2,    the   niixher   of    Pell    Grant 
avardees   who   received   Pell    Grants    for  ncre    than    tea  yearc,    and 
the    total    asount   cf    their   Pell   Grant   awards. 

Answer:        The    detE    ir.   this    attachment    displays,    in   the    same 
format    e^    the   previous   table,    tne   number  cf    :.ndividuEls   who 
received  between  eleven  and   seventeen  awards   during   the   IS'S-TS 
-o   I9?l-r2   award  years.      Tne   table   shows,    for  example,    that   one 
individual    received   a    Pell    Grant    award   for   seventeen  years    during 
the   1S75-7C   to  the   1991-S2     period.      This   individual   received  an 
aggregate   amount  of   S-i,6£l   m   Pell   Grant   awards. 

PeU  Grant  Program  -  Award  Years  1975-76  to  1991-92 

Nunn  Question  -  Pell  Grant  Recipients  for  More  than  Ten  Years 

Prepared  by:  Pell  Grant  Systems  Division/PSS/SFAP 

Number  of  Number  of  Total  Award 

Award  Years  Recipients 

11  2.594  534,509,714 

p  970  514,168,933 

13  363  55,561,602 

14  123  52,025,279 

15  31  5590,908 

16  13  5257,499 

17  1  519,667 


Teal 


4,095  557,133,602 


Question:   For  the  period  15S6-52,  the  nurier  of  Pell  Grant 
awardees  who  were  non-r.S.  citizens,  and  the  total  asiount  of  Pell 
Grants  awarded  to  the=;. 

.-.nswer:    During  the  oeriod  which  spans  the  1586-65  to  1551-52 
av.-ard  cycles,  lT20£,c"~E  eligible  non-citizens  received  Pell  Gran: 
awards  which  totaled  SI, ==1, 014 , 0D7 . 
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C?uestion:  The  number  of  Bcbools  participating  in  Title  IV 

programs  which  are  not  regulated  by  their  respective 
State  higher  education  departments. 

The  number  o£  schools  participating  in  Title  XV 
programs  which  are  not  regulated  by  their  respective 
State  governments. 

The  number  of  schools  participating  in  the  Pell  Grant 
Program  which  are  specifically  exempt  from  the  State 
license  requirement  of  the  Higher  Education  Act. 

(Because  of  the  similarity  of  chese  questions,  the  responses  are 
grouped  together.) 

Answer:   While  it  is  not  clear  precisely  how  "regulated"  was 

intended  to  be  defined,  the  key  connection  between  the 
States  and  the  Department  of  Education  with  regard  to 
Title  IV  participation  {including  the  Pell  Grant 
Program)  is  that  the  institution  must  have  legal 
authority  to  operate  within  the  State.   Legal  authority 
usually  means  licensure  or  legislative  charter 
depending  on  the  type  and  control  of  the  institution. 
In  some  cases,  under  State  constitution  or  law,  certain 
types  of  institutions  are  exempt  from  such 
requirements .   While  ED  does  not  )cnow  the  number  in 
each  category  of  State  authorization,  every  institution 
must  prove  to  ED  through  documentation  from  the  State 
that  in  some  way  it  is  legally  authorized  to  operate 
within  that  State. 
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_J^'*!Seiulji  femiiMrt  Subcommittee 


DEPART     ENT  or  HEALTH    EDUCATION.  AND  WELfAPE"  ^  llWestigltionS 

OFFICE  OF"    LOUCA  I  ION                                     KJ-'                                                             Q- 
wASMi^nTOiM.  O  C.     SM«  lix     .      EXHIDiT  ff  


Bureau  of  Higher  Education 


i^'-^rr^ — ..  •"; 


Augusc    7,    1967 

Reply   to  Attn,    of: 
BKi:DSFA:IZS 

Dear  Dr.    Corr: 

The   prosraa  eligibility  of   the   Rrbblnlcal  AcacenieE.   most    of  vhlch 
are    located    in   Nov  York,    has    nosed  rainy  proolcas.      Tne    State   of    How 
York   has    general"-   excluded    the    Rabblnicul   Acidemlcs    froa   eUylblllty 
under   the   varioui    progress    of    student    financlil    aid    directed   by    tr.c 
New  York  Higher  I -ucation  Assistance   Corporitlon.      The  baalc    for    this 
decision   seeas    tc    rest   vith   the    fact,    cited   in  your   letter  of  July   6, 
1967,    which   is   attached,    chat   an    institution  of   this    category  has 
"absolutely  no  acrredlted   status   as   an   institution  of  higher   education 
in  New  York  State   "     Rather,    such  an  institution   "has   charter  rights 
under  Che   Religic:s   Corporation  Law   to   prepare   candidates    for  the 
Jewlah   Rabbinate,    but    it   has   no   legal   status   to   offer   courses    for 
secular   credit   or   to   confer   degrees."     Also,    it    is    Co   be   nocod    that 
the   Rabbinical  Academies   have   not   been  accredited   by   the   Regional 
Associations  and   no   "professional  association"  has   been   Initiated. 

In  contrast   to   the  New  York  policy,    Che   U.S.    Office   of   Educacion  has 
eDtablished    the    Rabbinical   Acadeoy  as    eligible    for   Federal    student 
aid   prograas   provided   it  x:ould   provide   an  adequace   Eubscicuce    for 
accreditation,    namely   the    "three   certifications."     Thlo    is   an  accept- 
able  procedure;    it   should   be   concinued. 

However,    Che   question   of    the   ellclbllity  of   these   schools   hinges   upon 
a   single   aspect   of   th6.  definition  of   an   "institution   of  higher 
education"  as    contained   in   Section   o01(c)(2)    of   the    Higher  Education 

Act   of    1565.      This   sub-section   states:    " is    legally  authorized 

within   ouch   Stcre   to  provide   a  progran  of   education  beyocd   secondary 
education    . . . . "     Tne   Rabbinical  Acadc=y   norsally  acets    tne  other 
criteria   of   the   definition;    this   .'single   itc=  is   tl.e   crux  of   the   problc=. 

There  raist  be  jujitlf ication  for  e:cciudl=g  or  inclucing  cheoc  schools 
&G  eligible  institutions  under  various  Federal  progra=3.  The  policy 
cited  below  Justifies    cheir   Inclusion. 


Tne    Rabbinical    Tr.etltut  ion,    even    -hough    it    is    frcr.uently    cl-.nrtercd 
under   a    reli,''.lous    proviso    rather    :h-.n    :n   educnt  io:i3l    proviso   of    a 
State,    and    despite    Che    lark    of    a    r.ctionally    rccoanitod    accredit  inj 
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2. 

agency  uulch  is  primarily  concerned  with  l£s  welfare  and  academic 
scltailacion,   muse  be  recognized  as  mnVing  a  unique  and  meaningful 
educacional   concribucion   co  a   large   segTssnc   of   Che  Asericcs 
populacion.     Alcbougb  che  educational  progroa  of  chesc  iascicucions 
frequencly  departs   frcn  che  cradlcional  course  and  semecccr  hour 
colleglata  program  of    the   reco^ized   college   or  university,    it    cannot 
be  denied  that   these   institutions  attain  their  educational  objectives 
efficiently  and  effectively.      The  scholarship  of  the  lUibbinate  attests 
CO  this  without  equivocacion. 

Therefore,    it    is    the  policy  of    the   U.S.    Office  of  Education   Co 
accept   the  chartired  and  established  Rabbinical  Academy  as   eligible 
for  participation   in  various    federally  sponsored  progr=as   provided 
Che   institution:    (1)    is   chartered   and   thus    legally  authorized    co 
opcrace   in  a   Scace;    (2)   meets    the   other  general   criteria  of  an 
"eligible   institution";    ond    (3)   meets   che   specific   requirements   as 
outlined  in  che  enabling  leglslacion  for  a  parclcular  program. 


This   policy   is   proctical,    equitable,    and  obviously  defensible.      It 
is   our  sincere  hope   that   you  will   not   find   ic    incompatible  wlch 
your  Scace   laws  and  regulacions. 

Sincerely  yours, 

y — I  


. -^ -  'iC'-  :  /p        ■  ■■  ^i  ^ 

Walter  J.  Gale,  Chief 
Institutional  Eligibility  Sccclon 
Insured  Loans  Branch  ' 
Sivlsion  of  Student  Financial  .-Vid 


Edward  ?.  Csrr,  Chief 
Bureau  of  College  Evaluation 
The  State  Education  Department 
Albany,  New  York  12224 


Enclosure 
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DEPARTMENT   OF   HEALTH.  EDUCATION.  AND   WELFARE  i-*'^'^'^ 


November  29,  1979 


r 


Dawson,  Kimmelman  and 

dayman,  Esqs. 
305  Kadison  Avenue 
New  York,  New  York   10017 


Attention : 
Dear  Sam: 


Samuel  Dawson,  Esq. 


r 


ThiE  letter  will  serve  to  memorialize  our  agreement  concerning 
conpliemce  with  subpoenas  duces  tecum  addressed  to  the  follov^ing 
institutions: 

—  'Beer  Shmuel  Talmudical  Academy 

—  United  Talmudical  Academy 

—  Rabbinical  Seminary  emd  Yeshivah  Oir 

Hachiam  of  Task  '  ; 
— /Ohr   Yisroel  Rabbinical  College 

—  Rabbinical  College  of  Sanz  /^ 

— vYeshiva  Beth  Shearim  Ilishne  Halachoth 
Gedoloth  Institute 

—  Rabbinical  Seminary  of  Hew  Square  " 
— •feais  Yaakov  of  Brooklyn  Seminary - 

It  has  been  agreed  that  as  a  first  alternative  to  actual  compliance 
by  the  named  institutions,  the  Office  of  the  Inspector  General  v;ill 
excunine  records  which  are  in  the  custody  aj>d/or  control  of  Abraham 
Tenenbaum,  who  is  the  student  financial  aid  advisor  to  each  of  the 
institutions. 

It  is  understood  that  the  documents  which  are  in  the  custody  of 

Mr.  Tenenbaum  are  items  18,  19,  20,  21,  22,  23,  26,  27,  28,  29, 

30,  31,  32,  33,  34,  37,  38,  39,  40,  41,  42,  43,  45,  50,  55,  56, 

57,  58,  59,  60,  61,  62,  63,  64,  65,  66,  67,  68,  70  (see  schedule 
annexed  to  the  instant  subpoenas) . 

It  is  agreed  that  the  documents  shall  be -made  available  by 
Mr.  Tenenbaum  within  a  .week  (seven  days)"  after  the  signing  of 
this  agreement.   Any  and  all  documents  produced  shall  be  examined 
by  representatives  of  the  Office  of  the  Inspector  General  who  are 
authorized  to  make  r(pT>i°^  n^  «r-y  rir^„,,^^„A.  ^.\^^^^^^„..    ^^^^_nofu>j^j^ 


I    DATE 


HI 


.■>-i|.,.-ln'-' 


SuR 


E■^X^Avfe^TA 


OATET 


m 


% 


F» 


r 
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FINAL  SCHEDULE  OF  AUDITS 

January  14  Rabbinical  Seminary  of  New  Square 

January  16  Tasher  Yeshiva 

January  23  Ohr  Yisroel  Rabbinical  College 

^anuary  30  Be'er  Shmuel  Talmudic  Academy 

February  11         Yeshiva  Beth  Shear im  Mishne  Halachoth 

Gedoloth  Institute 

February  19         Bais  Yaakov  of  Brooklyn  Seminary 

March  3  Rabbinical  College  of  Sanz 

March  17  United  Talmudic  Academy 


T9 


IS 

r 

for 

with 


ecMvRir  e> 


1    0»TC 

-cl 

1 

1 
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DEPARTMENT  OF  HEALTH.  EDUCATION.  AND  WELFARE 


This  acrcenent  will  supernecc  cill  prior  written  tgrfceisentc  cnt 
into  between  counsel  for  tfie  ahcv^-namec  institutionF  and  h'C:, 
Office   of    the    inspector   General. 

Sincerely   yours. 


'/s/  Richard  B     t„ 
Richard  a.    U>we 'irr  ®     ^'"T 
Acting   Inspector   General 


I  consent   to   the   agreeaient   stated   above. 


£>aiu  Uowscn 


tiai£;   YaaKov  oi:   orcoKxyrj   Scrani 


Beer  Snumc-1  Talmuuic  Acaueny 


Veshiva  beth  Shear im  Kichne 

Uulachoth  Geuolot.*!  Institute 


Unitec  'i'alnucic  /^caoeniy 


Raubinicax  Scninary  of  Ucw  S:,-ua; 


Ohr  Yistoel  RabDinical  College     Tasner  Veshiva 


Kabbiniccl  College  of  Sanz 


.TOerblOT-!sky:sd   1/2/60 
Reading  file  -  HW 


orFics 

&UMNAMC 

DATE 

OrFiCE 

SURNAMC 

OATf 

ornce 

SURNAME 

■j^ 

•■ 

1 
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ATTACHMENT 


1-7-79 


1-8-79 


2:00   p.m. 
3:00   p.m. 
4:00    p.m. 
5:00   p.m. 
6:00    p.m. 
9:00    a.m. 
10:00    a.m. 
11:00    a.m. 
12:00 
1:00   p.m. 
2:00   p.m. 
3:00    p.m. 
4:00   p.m. 
5:00   p.m. 
6:00    p.m. 


Simson  Rosentmal 
Isreal  Taub 
Isachec  Ostreicher 
Menesha  Rosenbergec 
Juda  Gold 
Eugene  Herskovits 
Jacob  Rosenbaum 
Mendel  Green 
Aron  Gold 

Alemalch  Hollander 
Yechaskel  Landau 
Meir  Apal 
Slomo  Wasserstein 
Saul  Rottenstien 
Solomn  Laundew 
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^^-    Cf,^-^'-  - 


DEfARTi-lENT    Of    HEALTH.   EDUCATION.  AND   v.-^i.rAR! 
TKt  OTiCC  Of    Tnt   51II>r"*RT  AlC— '" 


jAaut--  :.    iss: 


rr 

cr 


lasperror   Gcnerfcl 

Joia  I.    Berns^e:.>-j^    /I 

£li,glbi_li-ry  of  ?.2±:bir.ical  Schccls  i~  >;ei-'  -  = 
to  Ptrticipa-e  ir:  Cfiice  cf.  Zdurszicr.  Srude 
riutaci-ti   >_ssiSC£jicE   ?rc=r£z:£ 


D/.~  £I.-:r 1. 


Zssues 

i.      Wheiier  -the  ET""    Office   of  ri-jca-ior."  s    (DD    cererrri-nEzic: 
of  rare   z-^ar.   12  years    sz.tr:l:Lr.z ,    tJis-    cerri-.r    rairir.irrl    . 
sc."iooli    coeri-irc   iD    "vev   Vcr):    ire   i_ns-i-u-io-s    of    r.;. r.-itr 


:it^cr:   is   ce;:.r.ec   s-- 


iicaer  i=uciz:.or.   «c: 


rai-sec  i>ecs-^se   e.   scr-ocl  =us-   aci':   ■;_-;£    Er;.'t    dsf ir.:.-;icr.    ;: 

for   ptr^cisaziss  ii    r>.£   ii£-^   sruda^-    fin^noiil    £.SEis»£.-.:= 
progrzrss. 

2.      What   s-repr.  wnnir.    n~    l.vi.ili.y    Uu    rwjui.  iv-J    LJ    LaKc    i;    I:. 
QeCiJed    lo   reverse    i~R    oT.f^T-r.i r-..-;ric.~.    oT    i.l«w    wli.v^—''^— - -y    -- 
tae  New  ycrX   rsbsir.ical    sr.-.=sls    so  -h;z   -heir    srui^r.-.s    rrul: 
no   longer   parziripsrc-   ir.    tjit   lIILri    iuuilcrr.^    i.Lntncie.1    assist- 
ance  rrotjri:^-:. 


BecVrroun: 


/"-  = 


.^ave  ir.f::rr:££  us   ti-.ar  ^le   Office   of   -he   Inssecrcr 


-General   is    csnduczinc    an   invesuica-icr.    of    several    rahbir^- 
'  ical   schools    in   New   yorh   w.*iich   presently   pirticipste    in 
vario'js   %-.~tz.T.-:.   fintnric.1   assistance    procrarvs    ain:inist£.rti 
by   or  smier   tne   i£ZA.       In   addition,    your    cffioE    has    sournt    t: 
ohtcin    ir.fcrr-.iticn    fro-   the    Association    of    Advanced    P.aooin- 
ical    a-nd  Til=udic   Schools    i;_-JCS)  ,    tne    C£-re£Ocni:ed 
accrfeditinc    essociation    for   the    rahhinical    schocls.       One    cf 
tiie    c-jesticns    raised    in    the   course    of    vcur    investicition    iE 
whether   C-r's    d6-terr:i;-.eticn   that    these    r:.oiinical    scnools    trf 


elirible    to   rarticioite 


the    HZ.-,    stu: 


.  —  -        '  <  ^  :. 


ninci::!    cit 


procrt-ii 


-ly    £i;pportahie .       Vou    hcve    cS/.cd    ne    t: 


provide   voi;   ---ith   a    le: 


ooinicn 


'ESinc    this    iETue. 


Wt    have   ilio   ccn.«ii diirird   v.nit   steps    Oi;   wculc    he    recuiied    to 
t.a):c    were  tt    to    decide    now   to   reverse    its    cctcrr-.tnitic:;    cf 
eligibility   ind    ro  r.o   lonctr   pertiit    participation    of    the 
rabbir-icjil   schocis    •-    "-' 
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Cer;slu5i£.-.  •  . 

^o-  the   -fifcssr.s   described  belc-,'   "   heve   concluded    rhet 
(1)    or-s   cecfersiir.eci".   of   tlicii::.ricv    ^s    leciily    £u==o: 
tble,    tr.d    {:)    -o   reverse   its    de.errr.ir.ezicr. ,    CZ    s.-.culd 
p'^lish   i';^   niv  ir.t.erTre^£t.icr.   cf    t.r.e    3iZ>.   fcr    ccci-r.e.-.t.   : 
Che  -eceril   ?.=ciscer  beicre  riiXi-r.;    c-.e    c.-.tr.^e    iir.il. 


A.ntlv£i£ 

1.       V-etfT'" ri"*" ' '*"  of  ^liv— ^— --y 

£.        red£rc2   Ecscuccr^'  Jvecuirener.cE 

Secticc  12D1    it.)    cf   -clie  EI-^    120  Z.S.C.    IKllt))    crevices 
chEC,    fcr  prrpcses   cf   che   Ace, 

"The   cer=   'ir.scicccicr.   cf   t-ic.^er   fec-.;c£'c:.cr. " 
Betr.s   tr  ecccEcicr.i.1   icscicvcic-    i.-.   c.T.y 
Scece   vr.icr..  .  .  (2)    is    lecally    avcr.cricec 

ecucicicr.   's^yznc   &ssst.z.s.^-  ecucfcicr. .  .  .  .  ' 

This   seccic:.  cf  che  EXA   alsc   liscs    =    r.'.rcber    cf    ccter    specific 
rec-jircner.cr    ^-hicr.    e.   schacl   =visc   necc    ir.    crcer    cc    ce    cc.-.siierec 
2:15   ir.scicucicc   cf    hicher   ecccscicr..       hoi-ever,    ic   is   -y    ur.cer- 
st.aj".di:;c   ■chic  c.^ere   is   creser.ily   r.c   dcu^c    chec    che    rs.ccir.icsl 
schccls'neet   c.-.ese   ccher   reccirecser.cs    tec,    fcr   ccrpcses    cf    t_-_is 
£j)£.lysis,  '  -   vill   2.ssccie    chec   chey    ~.o   so. 

The   precise  sei.-.inc   cf   the   recuirene.-.c    -r.z-    t    sc.'-.ccl    bs    'If-ccMy 
izthcziziz   -icnir.    icie   Sitce    i.-.   --.-.ic.-.   is    is    loczcec!    cc   prcvice 
£   procrtc!  cf   ecccecic.-s   ieycnc    seccr.cery   ecccECicr."    is    r.cc 
explc.i.-.e=    u-.   chc   lecisleclve    cisccry   cf    c.-.e    rlZ.-.   cr    c-.Ter    scaccce: 

'(J-.ilv' ;■;,    IriS):    Ser.ire   Hsccre  >;c.    Er-sT;    (Secreriiir    1,    lr:5): 
House   Sepcrc  .*vc.    Br-ll~c    (Cor.isrer.ce   Kscrrz)  IDccccer    Li.    15  =  5;. 

Ce.ierilly,    che   K^.  wes   i^.ce.^ced    co   srrc.-^cc.'-.er.    zr.&    ecucecicr.il 
rcscurcfes    cf   cclleces    s.r.z  u-ivertiiies   tr.c   cc   crc%'if.e    f i.-.i.-.ciil 
assiscacce   cc   scuce.-.cs   ec    c.'ie   pcsc-seccr.cery    level.       1££E    'J.S. 
"Code    er.c   Xcc.    .'^ews,    cc.    3571-72.       In    fixinc    che    sccci-    c:    c.-.is 
fccsiscence,    che    CcncreSE    die   ncc   creice    specific    receril    crirsrij 
by   w.hic.-.    re    ;-.;c  =  e    i.-.sci  cucicr.s    seei-.i.-.c    elicicilicy    fcr    r.Z>.   crc- 
cr4.-ss.       Ir.sceic,    c.ie    Ccncress    icsec    C-.e    scecuccry    c=f  i.-.ici  c- 
of   tliciclc    i.-.scicucicr.   upcr.   recoc-.icicr.   C>y    c.-ic-    ecifer.ir    ccc>.- 
nur.iry    c.-ic    cy    chc    Si.;ce    i.i    w.-.i  c.-.    c.tc    i.~.sciiuiicr.    is    Iccitec. 
Accorcinciy.    e    cecerciir.scicr.    cf    cr.c    elicitilicy    c:    c.-;i'    nccir.ici. 
sc.':ocls   r.usc   i.icluce  er.  analysis   iscc.*:   cf    Ne-    Vcrh    Siiis    l3-"   z.r.z 
^f    chr    ."Sieve's    praccicc    in    Ul;^1.:ji»;    w.;:..-.    ciiu-i-c    :.i.-;:scl;; . 
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Ne-   >rcrX  SrEt.-.-z.=r:-   Sc'ierit   &nc    ?r2r':.-ce 


cisn    ifiv.       T^e    Sece.-.t.s    cf    •:.^.e   'Jr.iversiry    s;    -.^e    £reze    cf    New 
Vor); ,    wi-hir.    -he   S^ere   ^iucii-Lcr.   Depa.r'Lr.er. -  ,    l-.avt    rr.e    £\:rhcriry 
t.o   "i.^.=c^=^r^.^t    tr.y -urjivtrsiry ,    csliec-E.    Ecademy,     (...)    cr 
ozhs.:   :.~z-LL----z-    cr  tSSoci.a'Lic-    fcr    rhe   rrcr.c^icr:    cf    scfer.ce. 
literEt'.:z"e ,    ltz,    T.Lszzzy ,    cr   o'irtr   cepc.rz.~er.-    cf    y.T.o^iez6~  ,    cr 
cf    ec-.jra-ic-    ;.r.   i.-.y-wty    (...)    cr    or.ier-  ir.Eri-uric.-.s    v.-csb 
■tpprcvsc   p-.:rpp£es   are,    ir.  v.-icie   cr   i.r.    p£jri ,    cf    sc-jct'^icr.e.l    cr 
culzur^l    vi.l;.'e   deenef   •-•cr^hy   cf    recsrr.i-icr.    2.-c    erccurtccne-- 
by    t.-'ie    ur.i.vem-y..  *      K.V:    Ecucz-ior.   Law    C2ic     (.'•i=-'.ir..i£y .    Irir,'. 
Thus,    t..-5£    ?.ccer.^£    have    t-he    sia-v-cry    Euihcrz-ry    ~c    inccrpcr^^e 
SchOwls   ■.•.-.;;.-.   prDVice   ei-C2z::.cr.    ar.d   -ra:..-.:..-c    leadir.r    cr.ly 
-o   crd.:.niz.LC.-. .      .'^e-   'icrx    £t.tis    law   does    recccr.ice    ij:a- 
ir.st.i-j-:.cr.£    --ii.-.   ecuca'i.ir.-i-l    rur^cses   -av    be    ir.ccr-rcrazed 


UDcer    i£vs   cir.ar   z^ar.    ^ne 


.a'::£    ec-.;c2-:.cr.    _£--.       no-ever  , 
Stare    law   also   s-ric-ly    li— i-s    t-.-.s    ed'.:ca'z:i.cr.al    ac"r:.vi-:.es 
t:hsss    ir.£t.i--j-icr.£  z.zy   ccr.duct.  v.-itJr.cu-    ir.e    ccr.sar.'r    cf    ^-".e 
K^cis-.-.zs    zz   •— -.r    Sii^e    C rrr:. ".."-.:  r;-er   ci   rd-^ca':;:.cr. .      "cr    e.N-ar-.plj 

j_r.siiijiic.-.s   ncr    inccrpcr;-cd    by    -he    ?erer.-E    cr    hcldir.r    a 


ssec:.al 

fro-   c=.- 


.  ^c .-      --.1  1  « 


cr  ur.:.vfcr£i-y  ct 
frcr  r„-:e  P.scer.-s.  ?• .  V .  Ht-zz::.: 
the  la--  prcvi.'.eE  tjiar  '...r.c  ccrpcra-;  c: 
of  any  eeneral  act,  e>:-end  i"£  ^usLnets 
cr  carry:.r.r  c::  a-y  ecuci'i.icr.al  ir.£-i-u-: 
the    ccr.sar.z   cf   t_-)e  bo£.rd   cf    recer.ts.  ".     : 


-We   x:r:derstar.d   rha-   the   rabbinical   schocls    ir.    r-jE£ticr.    are 

I-£v-  to  provide  L  cr.-.irse  cf  Ffjdy  fcr  ca-dtdit=£  fcr  crd:.r.£t; 
[St::^  Jw.-.t  i,  lj£"  ietter  t=  Teresa  v:ii};ir.E  cf  02  rrcr.  Zd-ar: 
Carr ,    tr^c-    cr.i  =  i    oi    l:iu    .•.'-■-    Vw-;*).    r::iic    ^cuc-. i.;  .'^r;   D'?psrtT^-'?r  i 


.rcs   rval-c-_cr. .  ) 


5t.-.  =  r.L£    =c 


t^^elr    ed'JC— ti cr.al   art-v;.-i££    under    t.'^e    aer.i£    cf    t-'.e    Et^ts 
^d"— catlcr.    1-c  - artT?.er.z    and    t.".ai    De— artrrent    dees    nc-    arccrd    tr.i 
t.he    st2f.;£   cf   Stais-icrredited    :.r.£tit"-t:.c.-.£ .      bo^ev=.r,    --.-.^.i, 
t.'ie    ratb:..-.;cal    sc.'-.ocls    'have    no   £-Jt.hcri:aticn    by    New   Vcr>: 
S.:i-tc-    tc   ccnd-jcr    fnm.al    £ecular    ed-jcaticn ,  •'     ;se=    .-.-jrust    1. 
^-■-tcr    zo  Zzr.r.   Prcfitt    frc-  .-.Ivin   I.ier.-.£ini£r  ,    tnsn   .-.££oc:.at: 
lc:T-.i££icr)er    fcr   r::.c.-:£r   j^cjciticn    in   N'ew   Vcr>". )    the    State 

odjcit^cn    le£d:.nr    -  r    crd:.n£ricn.  •^' 


rim,  ]:e<~-  Vcr.*-.  Stare  .has  cerr.i:tsd  these  sc.hocls  tc  inccr- 
pcrare  fcr  the  pu.  pcse  of  carrymc  en  relicio-js  edftaticnal 
£rti\-iries.  Bezcr.z,  OZ  his  recti  vc-c  a  ocod  deal  cf  corres- 
pondence frcr.  New  ycr.'.  Srcte  c:fic;.als  w.-.izr.  incic^rcs  that 
^-'=tc  is  fully  aware  cf  the  cdfcar r r:n^  :  irti.vi ties  c:  t-ic- 
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ribbir.ici;    schsols.       ^".-   ^'hile    the    Stare    hss    er.c=-r2-e:    z.-.eEe 
s=ho=is   t;.  seer.   4    cbi-rrer   fr=r.  tht   7:e=er.ts.    it   .'•-iJ-    r.=t    rfcq_:.rfc  = 
thcrr.    to   =r   ss.  .    Ili-.-ir.c    s    c^i^^cr    yjz,\:.'.i    sr.r.zrcr.zly    cr.ly    serve 
to  i'wt.-isrite  tac   szr-cDi-s   to   c=.-.d-.:ct    edut2ti=.-.£.l   =rccrirr.£    ftr 
■icrrr^il    credit   Lr.   t    serultr    scr.se."        (Set    Cune    €,    l£s"    letter 
to   Kil>ir.s    ifsri   Ct.rt.)       Ir-    ot.'-.sr   vcrds  .     it    is    tpparer.t    t.'vit    "lew 
VorX   Stite    has    ir.tet-rrcted    its    o'-ti   Stutatirr.    l-aw   to    coverr.    cr.lv 
se=ulir   etutitior. :      A.S   Icr.c   as   £    st.-.ocl   prcvidss    sslely   zbIL-ls-S, 
ed-jcititr.    cr  educatict   lss.tLTi~    to  crdir.s.t;Lcr. ,    it   r.sed    cr.ly   be 
ir.ccrporited   urider    the  .?.elt=:.o-.is    C=rtcr£tic.-.£    — £.-•    ir.    order    to 
heve    tJDe    le=£_l   authority    to   co.-.duct    :.ts   eduo£ti  or.il    cCttvi-:.eE . ' 

Kew  Ycth   State  rvzy   have    oetErttirec   th£.t    it    ci.-r.ot.    because 
or   r:i.rst   ;jaer.dnie.-.t   restrioticr.s  ,      rerutre    raooir.ica.1    sc.-.ools 
to   ct>£rat£   •^.ts.r  the   £\;t.hcrity   of   t-":e    St^te    Deti^t^.er.t    of 
i:cuoatioh.       LT   t3e    State    si^.ply   — av    t.i"e    octet    not    to    exeroite 
Decartjner.t   c:    Xc-joatior.   ;.ur;.sdi otter,    over    c.tese    so.~ocl£.       Ir. 
oither    ca.se,    the    Etat«^    h»s    clearly    t'.  occr-ited    the    '■.;thr.rity 
cd    these    schools   to  crepar-e    students    dor    the    r£_cc:.r.ate . 

c.        Helatich   cd  Tederal    ?.£CMirsnE.-.t    to   State 
Statutory   Scter^e 

DeterhJ.:i£tich    cf   vh^t    ocr.stitut'js    ar    adecu'te    level    of 
State    reoorr.itior.    dcr   rcrpcses    od    the    HZ^.    z.='p>e.~±s    --cc-    the 
particular   sr.ruoture   and  acclicstich   cf    e    £tit='s    rerulitcry 
sohene.      Tor   e;:a~.pls,    ir.   Stctes   v.-.ich   do   not   have    ss:    educitiur. 
ccp:irtrr.cr.t    cr    o:.-.ilir    iccr.oy,    e::prcos    cpprov::!    by    chc    Sti^c    cf 
£n   ih£t:.f.;tioh '  5   educ:tior.cl   art-ivities   would   rl  =  irlv  not   be 
rouui  ri.-4:    iur   ':\j-j  lL>i  1  i::y    iiii.;.:r    •.•.••:    \y.:h.      T'.n,ri.-    i  j    nu    do..i;t    tl.-i 
t.'ic    ricbi.-.ictl    Bzr.szlt    ."-.jve    .;    did^crc.-.t    ttotu£    t.-.h..-.    r.ost    ot.-)  =  r 
ccurc  v:.o.~.il   ;.."£ ti  tuticr.s    cperit:.nc    u.-.der    .'.c-    Vor;;    State    Ic- . 
•"Ocord:.r.t  ^y .    tr.    deter:?.tr.i.~.r    wnet.Ter    CZ  '  s    position    t.tat    tnese 
schools    c.rs   tlirible    for    student    assistance    undtr    t.~.=    KZ.-.    is 
leoaljy    Euccortable.    we    s.hould    consider    -r.et.ner    the    cartioul£.r 
status    of    the   rihomtcrl   schools    under    Ne-    ycr/:    State    li- 
ce—.rror.ises   thetr    status    as    elioible    instttutions    under    t..he    KZ.-.. 
f^z    c   rtmirtuh. .    t.'^e    KZA's    *lecall\*   aut.non tsd"    recutr£r':ent   r. e^ns 
^het    t.ie    tr.sti t-ti o.n  ciust   net   be    crohioited   b"."    t.ne    State 
-rorr.    condurtint    its   educational    activities.       "urthtr.    to 
?-yc    creater    effect    to   the    HZ^.    recuirer^ent  .     it    is    not    unrei- 
so.nablc    to   assunre    that    t.he    ConrreLS    intended    ZZ    to    deisr    to 
^-«^tt    aut.noritv    concernmr    recocniticn    cf    t.ne    decree    cr 
ot.her    s^.rr.ool    cf    ac.nievenient    cr    cor.oetcnce    conferred    cv    an 


•  The    Hcrents    .have   chartered    a    nu-tbsr    cf    institutions    crcvidm 

ecucction    leadinc    to  crdinotio.n.      ;-.   charter    tsm.i-s    t.nesc-    i.nctitu 
tic.-.s    zc  offer   cecrees    for    Sccul£r.Orecorni  ticn. 
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ir.sri-vt-ic:.*     1=  rhe   case  cf  r.Se    re.bbir.i.ctl   schrrls.   New 
icrJ;  £:.c^fc  dses   r,ct  exercise   izs   durr.cri-v   -^r.zsr    ;t:;   =i;;!:;-.i=.- 
lews   re  ■P'tss   jrccrsent   c:^   rhe   crr.ferrrer.-    zi    ^^.fc    ri7r.^   'z    er.-.tr 
t^e   xa^bLnt^er      T^ie   rtiiinicai  -s-cnoDls    rnerercre   tre    i;;rr.=ri:t 
by  tJie   S^ii.:  ^o  crr.fer  relicieus   decrees   ursr.   r.'-.eir   itude.-.ii 
wirhout    c~e   J.eotr.t^'    ir.prinicur .       T.-.u;; ,    fcr    sc.-.cols    =rrvii_.-.c 
e=uc£--icr.   cr.ly   :s:  relicicus     recoc-icicr. .    DI    csulc   l-.ive    rets; 
aily    ccr.cluiei   ':^.4i   i-he   ceierer.ce    ic    Siiie    iuir-criT;-'    -r.ic".    tr.; 
HZA   tr^uicly    req-i^es    is    r.o^    CErrrrr-T.isec    sy    t    ceierru-r-t^icr. 
rh£r    t_*:sse   schsds   are   elijiile    •ir.ifcr    vr.e    iiZA. 


ri.nE.ily,    tlrhcuch  New   yg-j;   sn-e    Depir-:r..e-c    c:    rd-jctricr. 

raccariced   zie    riiiir.iril    Ecr.ccl    crccrar.s    £.: 


:uC^1^0ii,     »'^'    v^i_-w    ^i; 


:ill"    turhcrirei    ■is 


only    -ir.icr^i^l' 

concluded   cdic   ihe   schools   tre   ir.    fe: 
provide   a  crocrar'.  of   ef\;c2r.icr.  pevcr.c    secor.:i.r"   educe'.cr.." 
(irr.phasis    diced.;      Tirsz,    cjiere    r.as    oee.-.    nc    s>rre£ricr.    r.-.it    cj 
raibir.ictl  ed-jcs^ic=  is  no-    "pcsi-sccc.-.dary .  "■'"■      "ur^r.er,    .'.e~ 
York   Sceie  cfficials  have   c.harar-ericed  riie   educaricr.   crzivice: 
i>v   r..ie  r2.:.:;ir.icc.l  scnocli  a*   ".ir.isriSiil"    o~lv   ir:   z.":c    s=r.ts;    ir.e.: 


does   r.c^   ccurc   rcr    *ccrr-.al    credic    -r.   ■c-":e    secular    S: 


leas   CO   a    S3cu.:£r   cecree. 
it-icn   cf    'ir.scicu-Lic.-:    cf 
exclude    scr.icls    w.'-.icr:    provi 
eciicazic.-;   cr    --ic.-   prepare 
occupacicr..      Ir.  race,    che 
cr   ce3arc:;eT:c   of    div;.r.icv 


:se 


T.'iere    is    nccdir.r   vic.-.ir.    c.-.e    hi..-,    cer; 
c.-:er   edjcacicr."    v-icr.    --culd    clearly 
de    relicicus    ra'crier    c_-.a.t    secular 
dr.eir    scude-cs    solely    for    a    relicrc; 
Z>.   ccr.iair.s    a    defir.i^icc    cf    "scrccl 
vT-icr.   i-cludes    ir.sricucicr.s    ■'t_-.e 


procrac:  c:   inscruccior.   c:    -r.icr   is    cesicnec    rcr    c-e    ecucaiicr. 
cf    scu^ertrs  ' .  .  .  1    cc  orecare    cJr^ec^   co   deccme   c^inis^.rs    cf    re'  *  ■■ 
cior...'    r3A    S12:i{e).    Zde    HZ>.   e;rpressly    pro.-.icics    parcicipaci 
by   tJiese   scr.ocls    in    c.ie   Act's   ir.scirucicr.al    assisiar.ce    crcrrar 


;sej  ,    rcr  e.-: 

ic:plicicly   p 
procra:i£ 


le,    secvic::^    114      ^"7      ir.d    J*- ■    r.r'.c ,    rv    cc**"*"! 
pemiiE   ""eir   camcicacicr.    in    che    Ecuder.i    essii"; 


*  In  m**'  vie-',    crie    level    z 

Kr.-.   does   .-.re   .-lecessarily    :..-; 
if    •Che    Scare    has    ar.    accredi: 
r_he    farr    c.-.ar    arcref icsric.-. 
coverec    i.-.   a    separace    suise; 
'i-nscicucicr.   cf   hicner   educ; 


:    Scare    rscocr.icirr    recuirsd 
lude    ccace~ic    accredicacicn , 
Lcicr.    sysre.-.       r.MS    i£    suppc: 
recuir£-e.-.CE    are    speci  f  icall;. 
:icr.    c:    c.ie    ii£.^   def ir.icic.-:    c; 
:icr..  ••      HZA    ?12C1  (a)  (5}  . 


"  In  any  eve.-:c,  chere  is  a  separace  specific  rlS 
ihat  eliciile  insciruiicns  ic-ic  "as  recular  scuder.cs 
persons  r.rvmc  c  cemficacc  cf  crocuacion  frcr.  a  sr.-. 
vidmc    sercr.cary   ecucacic.-..    cr    c.ne    recocnirec    ecuival 


:h   a    cemficacs 


liZi^    bl^Cl  (a)  (1)  . 
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to  ?-cvct   i  ?rorren  of   educs^-cn  iieycr.d    Sficor.ctrv  ecucaricr.' 

wir^in   i_i6  aer.-.i"    of   t.'ie    -O:.^.    £n=   t.-re   feC==ri:.r!C  ly  tiicir.e 

to    p.irricir-a-c    i"    nTA   stuocr.:    a==i=-inec    nrorrr-.n=  .  ia    aeciu..; 
S'uposrttris. 

2.         Rtverst:   of   Dererr^inetion   cf   riiribiliry 


Xr   this   tine,    Oi  SLic.^t  wish   ro  ccr.sidez   -het.-er    ir   £r.ou_c.,_ 
for   the   f-ture,    recard   the    'lecElIy   •tthori^td"    l£.r.=t=  =  c   c: 
secticr.    im  !i)  (2 )  "of    the    ET;-.    (±.r.d    of    oth=.r    Ei--ilir    sscticr.s 
cf    the  E^-.i    fcs   re3-^rir.=    t  rslicious    ir.stittticr.   t=   ie 
fiooroved  hv   £  Stete    education   £CE^.^^•   vitr.    ro-trsr.sr.Eive 
chkrteri"   authcriry   over    s.11   ir.stituticr.s    c:    p=Ec-se=sr.t£.r:' 
educEtio-.    :f   such   tr   2=er.ry   exists   ir.    th=    State    '.-    cuesti-c-, 
>_n   issue  wo-ld   tr-e.-   it   preser.ied   ££    tr    the   =rtcs::-^re   wnizr. 
cr  would   heve   to  use   before   i"    could    edopt    this    ne-    ir.ier-^ 

Is  th'>~-'ehitrj.=£.l  school's,  v;-ich.2.rt-  cuzrer.tly  t»rtici?iti.-.c 
in  Or-s  trorr£.-s  hut  which  =icht  heccise  inelicihle  under  th? 
ne--  interpretitict. 

A  ne-   ir.tarpretatior:   cf    stsrutory    l£r.-u==e   vhich   OZ   :.r.ter.=s 
to   have   ce.-.era.!    applicihiliry    fills    wit-tir.    t-te    scope    or 
secticr.  -.1-  ci   the   C-er.ers.1  I.duc£ticr   Provtsicr.s   Art 
C2T)   C.S.C.    1232)  (3r?A).       Secticr.    <21  th)    cf    CZ?.^    requires 
or    ro   ouhlii..-.   suc.^    ir.   ir.terpr  eta  tier.    i.-.    the    receral    ?.e=i£ter 
and   ccrtlv  --ith  the   i-tczz^l  rtleni.^.ir.c   prcvisirr.i   r:   t.-  = 
;.cr:i.-.istritive    Procedure    .=»cr,     »    U.S.C.     Si-i3.-       Th-is    sectior. 

censri.!-/   rscutres    a~    ece — >    -o    r— - — -•-    ^    • ••■    ^"    •  •---  =  — 

Kule-tihir-c .    provide   interested   persons    a.-:   ccpcr^ur.:.ty    to  . 
ptr^icipi^e    Ir.    t.'je    rule.■:.c;;i.^c  ,    er.d    co.-.sicer    puo^lic    cc--r.en-s 
before   *coo:inr;    &   rule. 


Secticr.   Olid)    cf    G"?.-.   requires    thsr    the    fir.2.1    ir.tor- 
pretit.icr.   taV.e    effect    c.-^ly    £f;er    a    Ccr.rressicnal    rcvie- 
period,    usuilly   Al  dcys ,    f  olloui.-ic    t.Te    tra-ti-j-ssic.-.   cf    i.-.sr 

final    version  "co   the   "Concress    ccr.currer.-ly   with   its   puhiice- 
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Pece 


■?   -    Ir.ssfcCtsr   CcSt:;^! 


We   COU.1C   possibly   trrae   rhtt   rhe   rrcpssec    chtnee    is   tr.e::? 
trz.-.  •z.r-.t   r.c-.:.rs    tr.£    c==rver.-    recMz.rcr^'.sr.- ;    cf    5-52    ur:dsr 
clause     lb)  ;2)  (A),    --icr.   e::c"  =  e    -r.-er    «- 1  .  t    '  ir.^e  — re-.e-iv 
rules.**      rvtr.   "ir.'icrprc'ririve"    ru_=.£   rus^   se   cevelc=c  = 

heve   t    "susE-tr-ii.1    issicr*    cr.   t_-.2se    -=   be   rer-.;!*  zei.  •■' 
Mcresver,    •--.-.ere   z^.t   rule    is   a    cntnce    ir.   ?ri=r    icfc-nry    psli 
rhe^   wrulz   tcverstly  iffeci   £;cisrir.=    rirr-s,    '^ss   zi   zr.e 
Cb)  (3)  (A)    exer.=^icr."  is   es?ec:.£-ly   cisf  evsres. '•• 

A   csurz  =i^^.t   weii   ctee  t-'ie  proposes    cnt^.c-t    ■z.s  Sc   tr. 
"interpreriiive"    r-^lt,    z---    £.~.    ir.siizuiirr.    d=.r.i  =  i    =liri- 
biiiry   undtr   rji=   c".;r.c=c   pcliry  i-d   l^licly   -c   ^c   pui   C"_"t 
of    cperizicr.    cr   atde    fiiiir:c:.illy    ir.tccsssiblfc    zo    izs 
s--jc.er.ZE   i.£    £   resulz,    ^-culc  bs    tble    zz  r.fcxe    t    c=— ptllinc 
she-ir=   cf    ■■s-.ibszc..~.zis.l   L^i-zz'    reruir;.r.r    zhe    us?    cr" 

•pze.zzzz'ZTi   -sulc   surely  ie   vie-ei   £=    £    z:.i.zz^    ir.    irsr.ry 
pcliry   zhsz    adversely   tfferzs   exiszir.r   rir.-.-s   •-•:-.-re    ub.= 

•  effeci  v-culd   be   re   reziove    iTZ~   zi.TzLzzz,b.zzzr.   ir.    ~  =  i=ril 
prccriT-.s   i.-.si.iruL::c.r.s,    z-^zr.   ts    i.'ic    rib2;„".ic£l    sc.'-.otli, 
which   r.i.z   beer   ps-rzicipazirr    ir.   rhc-se   pr5rr£:r.£    fcr    II' 

.yefcrs.  Tn--se  e.rc-u.T.er.zs  v-culd  be  per-ziculir ly  fcrceful, 
if  DZ  ■  s  :.c-  ir.zerprsz'iirr.  -rut-d.  i.s  we  susperz,  afferr 
ccnsideriublv  sere   zhir.   s   bandf-^   cf   irs-iru-ic-s. 


■  Kcne   cf   zhe   cz^er  exsr.pzic.-s   frc-   z.-.s    Ssil    i:.fcrr.=  l 

ruleT.tHinc   process    could   be   used.      T.here    does   r.ct    eppea.r    zc 
be   ar.y  b££i£    fcr    £    fi.-.d:.r.r   ur.der   clause     (b)  [1)  IB}    zs.tz   use 
cf   z.'^s   irfcrr.il    rule-£.-:ir.r   crccess    -•suld    be    "i-rrriciicablr  . 
ur_-)e.-^e££  iry ,    cr    cs.-.i.riry    zr>   zhe   p-.-clic    irisresz.-      Tht 
Depcrt.-=.~.t  .'■.is  C.T:  esi.£.rli£r.oc  pcli-y   cf   ncz   iviilir.c   izn'.i 
cf   z.i=    iiilic;;;;;    e;-:e-p-i=.-.    fcr    "c   r^irier    relizsd    zr   acer.ry 
jr.£nac£-er.r   cr   perscr.r^el    cr   zc   public   prcperry .    lo£.-.£ ,    rr£-z£ 
benefits   cr   ccr.zrarrs.*      li   T^z .    Ker .    2;;2     ("sb.    S,    IrTl!  . 

••         Soe    ?:-.illics    ?sircleu.-    Co.    v.    Decz .    cf    rnerrv  .    i.;?    r. 
.Sup?.    76;'    ;;.    :/=_.    if"-,,    izz    z    sur    -  r~   iti.-.r::r:    lil    :r.    •.-. 


(C.C.     Cir.     .;-./;     -r'>i;-;;ti    v.     ivrr--^rv    cf    -^bcr .     iC^ 
2d    <7£     C'd    Cir.    1571;  . 


Oil    Cc.  V.  Z-izz .    c:    r-^^-Tv.  su-ra  ncz.;  2.  and  z.-^e  Di£zri: 
Cour;  cpir.iC".  ir.  Z-.^tt--    ^^.-'-crv  ^.?-    Crcuc.  Zr.z.    v.  Dect  .  c: 
Snyri".-.  m    T.    Succ.  .:i:  {2.  >.  =  -.  Ir7t;,  f.-.f'z.     :ii    T .     '. 
1C£2  :re-p.  Sr.cr.  Cz.  ;^c=.  ISTE).  
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pAzc   S  -   ;ns?ecz=r   Ceneii 


ccnsiE-e-ily    fsliswec.    ar.d   suisrir-rively    i::?=r^£r.^    ice.-.cv 

-sssi  s:;.r.:.r.2.i   r.silce   sr.c  cc=:s-^  prz-cei-zes .      Ber^-^se' 
su=h   £    c.-.er.re   is    2i):eiy   re   i>e    csr.rssrcd    vircrcu.s;-/    ur.t 
li- -ina-elv   i>c    reviewer    t>\-   <    csur-.    I    -.-.ir.h    ./<;    woulz    rur. 
crinecessery   risr.s   i\-    fcr-ersirr    ir.frrritl    r-^ler'.t:-::.nr  .     "  1  r: 
tny    ever.^.    public   per-icir-r.-ion    would    b«>    «>.r--«»T-.e  i-'    u!=«>f-jl 

of    t-hc    ir.^rv    ci 


•        ■  T.^e   rejii-ic^:    szhocls    c^   :ic-.   h2ve    rhe    rirhr    rs    e 

liry    ~o  pirricipaiE  ir   CI's    sri:der.-    fir.rniiil    ^sris-i-rs 
procrarxE   ts    £    res'j.1";   cf    Di '  s    nev   ir.~er~re- » -:.cr.    cf    •zs-'- 

■"iertlly   i.u:Lr.=ri::ed*    l»r:cu£=e.      S-ezz^z-    ■;=T.-.  iz'    c-    ^.-I 
>■•--    (20   U.S.C.    iDEEf-ile;    £-Jr.-.cT:.:ss    C 


r.si.r-r.:  ,    cf    -he    elic^hili  tv    ur.=.=r    CT  '  £ 
srucs.-.t.    f:..-c.r.=i£.l    cs£iszi.r.==    rrorri=:i    cf    tr.    "c:z--er-;:s  = 

has    vicl2;  =  d    rr    Zi.LJ.ez    ~s    frllsv   r-s:— r: =  - •  ~'Z^Z'.'T ZZZI IZ 

However,    i.-.   ;L.-:s-izuricn   v~icr.    ftiis'lo   s'^-.il':-.'  z^.l~l7tlT,l\i 

cf 


"*^--2~icr.s    fcr    zhe    lir^r£'iicr. .    suEt>er:sicr. 


cf    ••ir.s-i--.-i  =  r.    c:    hir.Ser    eru: 

the    Hiriher    Zc-JCiii:.-.    .--.r- .    is    -ic-.    .-    "-rher--:.  se    -••.-•i-«. 

i.is  vi  ■-•_■- 1  =r..  •■    -=r    jL£    i-    c-.f-    •_-•--    r.r-    ^^ 

vioj 


-.   c.-it    --i:-    cr   his    cezs—..r.i±    zz    r.z: 


:sc.  cr   zsj.j.ez    zo   fcilov  prsc-rarrr.s-ic 


/ 
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MEMORANDUM 


DEPARTMENT  OF  H^ATH,  EDUCATION,  AND  WELFARE 

OmCE  OF  THE  tECHETAllV 

OFFICE  OF  THE  INSPECTOR  GENERAL 


TO    :  Mr.  Richard  Hastings,  Acting  Director 
Division  of  Certification 
and  Program  Review 


DATE; 


REFER  TO: 


JAN  23  Seo 


FROM  :  Mr.  Richard  B.  Lowe  III 
Acting  Inspector  General 


.#i 


SUBJECT:  Request  for  Emergency  Action 


BACKGROUND 

On  January  15,  1980  members  of  the  Office  of  the  Inspector 
General,  Division  of  Special  Assignments,  met  with  you  and 
other  Office  of  Education  staff  for  the  purpose  of  acquainting 
you  with  certain  facts  which  have  come  to  light  as  a  result 
of  an  inquiry  presently  being  conducted. 

After  hearing  all  of  the  details,  it  was  the  unanimous  con- 
senus  that  Emergency  Action  was  justified  against  the  institu- 
tions involved,  as  well  as  the  students  of  those  institutions. 
You  requested  that  a  document  be  supplied  recounting  the 
history  of  the  inquiry. 

FACTS 

In  connection  with  a  comprehensive  inquiry  into  the  receipt 
of  student  financial  aid  by  some  50  New  York  City  based 
rabbinical  seminaries,  and  their  students,  the  OIG,  Division 
of  Special  Assignments  issued  eight  administrative  subp^nas 
duces  tecum  to  the  following  institutions: 

•Be'er  Shmuel  Talmud ical  Academy 

United  Talmudic  Academy 
•  Ohr  Yisroel  Rabbinical  College 

Rabbinical  College  Of  Sanz 
•Bais  Yaakov  of  Brooklyn  Seminary- 
•Yeshiva  Beth  Shear im  Mishne  Halachoth  Institute 

Rabbinical  Seminary  of  New  Square 

Tasher  Yeshiva- 

The  subpoenas  were  issued  on  October  18,  1979,  in  aid  of 
the  investigation,  and  to  verify  institutional  and  student 
eligibility  information  contained  in  documents  filed  with 
the  Office  of  Education. 
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Prior  to  the  return  date,  the  legal  firm  of  Dawson,  Kimelman 
and  dayman  advised  the  OIG  that  they  represented  the  insti- 
tutions.  Pursuant  to  their  request,  negotiations  ensued 
which  resulted  in  an  agreement  that  prior  to  seeking  com- 
pliance with  the  subpoenas,  the  OIG  would  first  review  the 
documents  in  possession  of  Abraham  Tenenbaum,  the  accountant 
and  student  financial  aid  consultant  for  these  (and  numerous 
other)  institutions.   The  purpose  of  this  review  was  to 
determine  the  sufficiency  of  these  records.   If  in  the  opinion 
of  the  OIG,  these  records  were  adequate  for  the  demands 
of  the  investigation,  compliance  with  the  subpoenas  would 
be  waived. (Exhibit  A) 

Numerous  appointments  were  made  between  our  office  and  the 
attorneys  and/or  Mr.  Tenenbaum  to  review  the  work  papers, 
and  on  every  occasion  except  one  the  attorneys  and/or  the 
consultant  cancelled  the  appointments. 

On  the  one  occasion  that  DSA  personnel  went  to  Tenenbaum 's 
office  only  a  small  number  documents  pertaining  to  one  school 
were  available  for  review.   Tenenbaum  stated  that  the  schools 
had  all  the  other  records,  and  he  did  not  know  how  long 
it  would  take  to  gather  all  the  material,  or  even  if  such 
material  could  be  obtained. 

Because  of  the  failure  to  implement  the  initial  compromise, 
a  new  written  agreement  was  reached  between  our  office  and 
the  institutions.   Our  office  would  delay  the  return  date 
of  the  subpoena,  and  the  institutions  would  allow  a  complete 
audit  of  their  books.   If  the  institutions  hindered  the 
audit  then  they  would,  upon  seven  days  notice,  comply  with 
the  supeona. 

A  schedule  of  audits  was  prepared  by  our  auditors  in  conjunc- 
tion with  the  attorneys.   This  schedule  was  revised  on  a 
number  of  occasions  at  the  request  of  the  attorneys. (Exhibit 
B) 

On  January  7,  1980,  the  agreement  was  signed  by  Acting  Inspector 
General  Lowe  and  the  various  representatives  of  the  shools. 
(Exhibit  C)   (The  attorneys  have,  at  this  time,  refused 
to  supply  us  with  an  executed  copy  of  the  signed  agreement. 
They  have,  however,  acknowledged  that  their  clients  have 
signed  it.) 

On  January  10,  1980,  four  days  before  the  audit  was  to  begin, 
the  attorney  for  Tenenbaum  advised  us  that,  on  his  advice, 
his  client  would  not  be  at  the  institutions  during  the  audit, 
nor  would  he  cooperate  with  the  schools. 
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The  attorneys  for  the  schools  advised  us  that,  as  a  conse- 
quence of  Tenenbaum ' s  recalcitrance,  the  audit  could  not 
be  conducted  without  the  accountant  and,  therefore,  they 
considered  the  agreement  null  and  void.   They  further  advised 
us  that  a  meeting  between  the  various  parties  and  their 
legal  representatives  was  to  be  held  on  January  13,  1980. 

On  January  14,  1980,  the  day  the  audits  were  to  begin,  the 
attorneys  advised  us  that  all  agreements  were  null  and  void, 
and  that  the  institutions  would  not  allow  an  audit  of  their 
books  and  records.   The  institutions  felt  that  the  OIG  was 
conducting  a  criminal  inquiry  and  therefore,  the  institutions 
did  not  have  to  permit  an  audit. 

During  the  negotiation  period,  OIG  investigators  attempted 
to  interview  students  whose  names  were  "kicked  out"  by  the 
computer.   The  purpose  of  these  interviews  was  to  verify 
data  contained  on  the  student  applications.   Except  for 
one  or  two  instances,  OIG  personnel  could  not  locate  any 
of  the  students.   Their  relatives  refused  to  give  us  any 
information.   In  addition,  none  of  the  students  ever  returned 
our  calls. 

The  attorneys  for  the  institutions  notified  us  that  they 
also  represented  the  students.   According  to  the  lawyers, 
our  attempts  to  interview  the  students  were  causing  a  dis- 
turbance in  the  community.   By  mutual  agreement,  it  was 
arranged  that  after  supplying  the  attorneys  with  a  list 
of  the  students  we  wished  to  interview,  they  would  have 
the  students  appear  at  our  New  York  office  at  pre-scheduled 
times. 

Pursuant  to  this  agreement,  our  office  prepared  a  student 
list  for  Yeshiva  Tash  and  gave  it  to  the  attorneys.   (Exhibit 
D) 

A  few  days  before  the  interviews  were  to  begin,  a  second 
attorney  called  and  advised  us  that  he  represented  the  students 
on  the  Tash  list,  as  well  as  all  past  and  future  students 
of  the  institution.   He  stated  that  he  would  not  allow  the 
students  to  be  interviewed  unless  all  our  questions  were 
submitted  in  writing  in  advance.   The  students  would  not 
necessarily  appear  in  person  but  he  would  supply  us  with 
written  answers  to  the  questions.   When  our  office  refused 
to  agree  to  this  procedure,  he  forbade  us  from  speaking 
to  any  of  the  Tash  students. 
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Eventually,  Dawson,  Kimelman  and  dayman  also  forbade  us 
from  interviewing  any  of  the  students  at  the  institutions 
they  represented. 

Due  to  our  inability  to  conduct  an  audit  and/or  to  interview 
students,  we  cannot  determine  whether  the  institutions  are 
properly  managing  the  student  aid  funds,  or  whethe*  the 
students,  if  they  exist,  have  supplied  accurate  information 
to  the  Office  of  Education. 

REQUESTED  ACTION 

It  is  the  opinion  of  the  Office  of  the  Inspector  General 
that  Emergency  Action  (45  CFR  168.14)  is  warranted  against 
the  institutions  involved  and  their  students. 

Your  office  has  also  advised  that  there  exist  additional 
grounds  for  such  action.   It  appears  that  Be'er  Shmuel  Talmudical 
Academy,  Ohr  Yisroel  Rabbinical  College,  Yeshiva  Beth  Shearim 
Mishne  Halachoth  Gedoloth  Institute,  and  Bais  Yaakov  of 
Brooklyn  Seminary  have  not  filed  the  mandated  audit  reports 
for  campus-based  programs  (due  December  1978). 
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?iJlir.C«  Division,    QH/CS 

.f^  6  in  seat  FiRar,ci»l  As.sistar-.cc 

J'.'SJK!'    Pj^acit   to  lJlt^J>ol£i  rar-sixr   Eaicise   c£  rairds   -     "or  S   schools  -cn  ^ciacnirc 


(&•«.  iciicbei  iecter  i<in*  sec;  ta  L&s:^r?:i«-.s,   taiis.j'; 


■:. — ^\/^.'~-^.- 


/k*       J^f'vS 


acd  Ccctiroinc   rtvr— ,ci=r; 
01r«ct=r,    OiTiiiCE  oi  ytc/tz^:^  lypiZszrJsr^,   SS?A 
,    Chief.  Cs^S^s   i.'*^  Ststo  irci:-:  =rises.   DPC,   5S?A 
CSici,   r-s:-.c  G.-±it  erii:ii.   rpc,   ^"A 
Cirnrtsi,   Clvision  cf   CcssiiiTrf.  5S?.K 

SrsECi,    DC7S,    SSTA. 
CMei,   *J»di=  Re»i*v  2f£.-iS,    3C?7n,    HST;. 
Q-.ief.    Proeraa  a^riew  Er\r.ch,    SCS.    ioTA 

Oirecrcr,    TlmJW  siv-i=iin,    &{ 

Ciie£,   iUdi£  iJ.iiSSa   trvd  Cocrdi-litier.  SCiir.   GSC-SS,    CX 

Afiia=inc  iirtctcr,    Clrijior.   of   :?nii-ecsi— •   iid 

^laarti  i^-*      2=njii<i  ilptoa   -  2rt..    35680   -  ti:»=  tSlC,    ?r?5-2 
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DEPARTMENT  or   HEALTH.   EDUCATION.   AND  WELFARE 
orncc  or  education 


OTFEBisso' 


3  0  .lir  ISSD 

OHR  yisroel  Rabbinical  Colleoe 
60-20  Thorncon  Place, 
Forest  Sills,  KV   11374 

Dear  Presibent: 

This  is  to  infora:  you  that  In  accordance  vith  the  procedures  for  eaer- 
gency  action  set  forth  la  the  Llritation,  Suspension  and  Termination 
regulations,  Subpart  E  of  the. General  Provisions  regulaziciis  relating 
to  student  assistance  orogr^^,  15  CTS  16B.7-,  the  United  States 
Commissioner  cf  Education  vLH   withhold  funds  from  your  i^stituticr. 
and  its  students  unoer  the  fci'low:ji£  prcgrzEs:   3asit  Educational 
Opportunity  Grant  (5E0G),  Sutpleaental  Educational  Opportunity  Grant 
(SEOC),  National  Direct  Student  Loan  (HDSl)  ,    College  Work-Stucy  {C*s;, 
and  Guaranteed  Student  Loar:  (GSL).   Furtneraore ,  the  Co=issioner  is 
removing  the  authority  of  your  ir.stituticn  to  cclirats  funds  uncer 
those  programs.   This  emergency  action  does  net  affrct  the  rights  and 
responsibilities  of  your  isstitution  'ir  any  lender  or  student  based 
on  your  institution's  prior  participaticn  in  the  aforementioned  pro- 
grams. •  ' 

This  action  beooses  effectit-e  on  the  dats  you  receive  this  notice  ar: 
will  remain  in  effect  for  a  period  not  tc  exceed  thirty  days  unless 
a  limitation,  susperjicn  or  '°~ '■--'•  r?"  jct::or  is  begun  under  S\:zztr: 
B  of  Part  166,  1^5  CTR   165.71-l££.S;,  durtr.g  tr.e  thirty-day  period. 
If  such  action  is  begun,  the  period  of  the  emergency  action  may  De 
extsnoed  until  the  co=?lericn  cf  that  proceeding,  including  an  appeal 
to  the  Ccsmissioner.   If  a,  lijiitation,  suspension  cr  teminaticn 
action  is  begun,  you  may  request  an  opportunity  tc  show  causa  wny  t.';e 
emergency  action  is  unwarranted  pending  the  outccae  of  that  proceeding. 

This  emergency  action  is  being  taken  tc  orevent  the  likelihood  of  sub- 
stantial loss  of  funds  to  the  Federal  Govemnent  and  because  the  likeli- 
hood of  such  a  loss  outweighs  the  imoortance  of  following  the  procecures 
for  limitation,  suspension  or  terrr- nation  set  forth  in  15  CFR  IcE.T; 
and  168.76. 

The  Office  of  Inspector  General  tOIG),  the  Department  of  Health,  Education 
and  Welfare  OHSn; ,  issued  an  administrative  suopoena  duces  tecum  cr. 
October  18,  1S79 ,  to  verify  information  contained  in  documents  you  filed 
with  the  Office  cf  Education  about  your  institution  and  its  students' 
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elicii;ilit>-.      Subseouently ,    t.'ie  orc   refriinec   fr3=   seeKinc    C3s=liince 
wit.*;   t-ie   su^spoenz   based  or   promises    end   «cre«iBer.-E   Sj-   your    i^stitutior 
to  cooperate   ir.   t."ie    reviewing   end   euditinc   o:    i-sti fjtionei   cocunents 
and   records,    and   m    tne    intervievmc   cf   your    srjcents.      Vour    i.-.stit.tio.-. 
refused   to  allow   t.ie   D^D«"  euditcrr    to   eucit   your    records,    rerused    tc 
proribe   recuired   records   end   oocuaer.ts,    refused    tc  erant   eccess    to  your 
records,    and   refused    to  allow   tne  CIG   to   interview   students   attencinc 
your    institution. 

^e   eneroencj-  action    is   beinc    tanen   because   of   your    institution's   vio- 
lations  of   sta— Jtory   and   reculatcr:--   provisions   coverninc    tie   fsderai 
etudent   financial   assistance   procrans.      Specifically,    section   •(j*  (a) 
of   the  General  Education   Provisions   Act   as   well   as    sections    174.1S(e), 
175.1S(d),    17o.lo(c),    177.£i;(d)    and    lS0.£5(a)    cf    tie   KIISL,    CVS,    S20C. 
GSX.  and  BEOC   proeram  reculitions,    respectively,    provide    mat   an   institu- 
tion must  give,  the   Secretary-   of  EZTn,    the   Cosptrcller   General   cf   tiie 
Onited  States,    or    their    duly   e'jt.-.orired   representat.ives   access    to   t-ne 
prosras  and   fiscal   records    rsguired   tc   be  isaintamed   fcr   each   procrai:;. 
(20'dSC    li;2cta;;    45    CH?   174-.i?(e;,    •55    CT?.    17£.lS(c),    AS    CT?.   17£.l?(dl, 
<5  CT?.  :77.fil2(d)    and   45   C-y.  ISO.SSCa)).      Further,    section    16£.i:!  =  !t:) 
of   the   General  Provisions   P.eculaticns   rslatmc    tc   student   assistance 
procrajcs    recuires    that   the    institution   provide    ths.  .-.ssistant   Inspector 
General   for  Audit    (foraerly   the   Tirectcr   cf    tne   E^^  Audit  Agency)    or 
the  Coi^issioner  ■-it.-,  access   to  the   records   cf   the   individual  cr   firz 
conducting   procran;   audits.       US   CT?.   Iiic.l2  fh)  (I;  ;  .      Ses   also   section 
19C.£3(b)    of   the  BTCC   regulations   45   CT?.  iSu.cjih).      The    Inspector 
General    is   a   duly   authorirec   reprssentative   cf    ths   Secretary   for 
purposes   of  provicinc   access   tc   records   under    tns   aoove   regulations. 

Because  your    institution   failed   tc  provide   us   access    tc   your    records, 
we  have   oeen   unanle    tc   conduct  'an   audit   cr    tc  cctiin   records    fcr    revie-, 
and   t.hus   cannot   detersi.ne  wnetner   your    institution    is   properly  =a.'.acinc 
the  student  aid  programs ,   accounting   for  procra=i  funds,    cr   is  supplying 
accurate    information   to   the   Office   of  Scucaticn. 

This   eBergenc^'  action    is   alsc  based   on   your    institution's    failure    tc 
summit  non-rederal   audits   of    its  participaticn    m    tne   KSSl.    Cr^S,    enc,=r 
S3X  Progras  fcr   the   period   free  July   1,    1576   tnrouc.-.  June   3C,    IS'S. 
Audits   covering    t.-.iE   period   were   tc    be    su=itted   cy   Decenoer    II,    1S7:. 
your    institution's    failure    tc   sucnit   tnese    ncn-reaeral   audits   violates 

your    i.nstitution   signed  witn   t.ne   Ccn=:issioner   cf   icucatior   and   tne   fcllowi 
progras   regulations:      45   CT?.  174.1?  (c)  (IdSI.;  ,    4£   CT?.  171.15    (e)  (CVS; 
and  45   CTr.  176.15(6)  (SSOG,  .      These    regulations    recuire    that   all   cf   your 
institution's    transactions    involving    the  KTSL,    CrCS ,    and  SZ3G   funds    snail 
be   audited   b%-  tne    institution   or   at    the    institution's    direction.      Tne 
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vizh  appllezMe  laws  aad  re^uiarlDns.     Furt&ersore,    tbe  audit  eus:  be 
performed  is  accordaace  wit.*i  the  DEiW  "Audit  Guide"    (July  1578)   for 
studeat  fiaancial  aid  prosraas.      The  reg^ilatlons  also  specify  that 
auch  audits  scall  be  carried  out  at  least   once  every   two  years. 

A   copy  of  the  Part  168  resulatio=s  under   -r.ich   this  action  Is  being 
taken  is   enclosed.     Should   you  have  any  questions  with   respwct   to  t.'-.is 
action,    please  contact  Ric.'-.a.-d  Kastings   or  Ho.ialc  Lipton  at   (202)   2i'5- 
9680,    or  write  to  them  at: 

P.O.  Sox  2383E 

L' Enfant  Plara  Station 

Washington ,  D.  C.   2002") 


Sincerely , 


^i/S> 


Thomas  A.  Butts 

Acting  Deputy  Cc=issioner  for 

Student  Financial  Assistance 


Enclosure 
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Be'er  Sisuel  Talmudical  Acadeny 
1363  SOti  St. 
Brooklyr.,  tnr  1121S 

111600;7;3A1 


^  Rabbinical  Colleoe  o«  Tc 
X4<  Wilson  St. 
Brooklyn,  NY  ilill 

ill2<31<16Al 


*  Onited  Taimudical  Academy 
82  Lee  Avenue 
Brooklyn,  NT  11211 

.  lUeOOZE-SlAl 


\^  OHE  Visroel  Rabbinical  College 
60-20  Tbornton  Place, 


Forest  Bi 


KY 


11121474S7A1 


Rabbinical  College  of  Sar.z 
K20  50ti  St. 
Brooklyn,  KT   "'■"■" 


1111977906A1 


r 


Yeshiva  3eth  Sheari=- 
Hishne  Salacnotn  Gedolot^  Inst 
5306  16 t^  Avenue 
Brooklyn,  NT  11204 


1112201865A1 


Rabbinical  Secinery  of  New  Square 
13  Roosevelt  Road 
New  Square,  NY  10S77 

1136104644A1 


5j   Bais  Yaakov  Sel^lin^r^•  of  Brooklyn 


1362  4ot.':  St. 
Brooklyn,  ^n     11215 

111223806 OAi 
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YIJl  tTAi  I  «r  u-uunw 


WE  SIAIE  EDUCATION  DEPARTMENT /THE  UNlVEr/SlTYOF  THE  STATE  Of  NEW  yOTJK/AIBAnV.N  Y  my.i 

COU>tS(t  ANO  0««Jr»COUMlSSlOMll>  »0>l  UOAl  Afftml 


September  71,    1990 


Dr.  Harry  Cooley 

United  States  Department  oC  Education 

Higher  Education  Institution 

pil9ibility  Branch 
Seventh  an^  D  Streets,  S.W. 
r6b  —  Room  3522 
Washington,  D.  C.   20202-5323 

Dear  Dr.  Cboleyi 

,^  I  have  been  asked  to  advise  you  that  the  corporation 
as  Traditional  Jewish  Studies' Center ,  Inc.  Is  not  aut^ori 
confer  in  this  State  any  degree  for  which  program  reglst 
by  the  State  Education  Department  is  required,  and  t^qui 
St^te  approval  or  credential  in  order  to  exist  or  .  t^o  p 
PQStsecondary  education  functions. 


It  is  therefore  my  opinion  that  thS  above-named  Insti 
may  offer  programs  of  postsecondary  education  in  thii  St 

Yours  truly, 
Lizette  A.  Cantres 


known 

ted  to 

tation 

res  no 

erforra 

i 

.tut  ion 

pte. 

LAC:pJB 

I 

ccj      Rabbi   A.    Tenenbaum  ^- 
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DEPARTMENT  OF  HEALTH     EDUCATION     AND  WELFARE 

OPFlCC  OF  EDUCATlOM 
rt  A--M.NCT  ON    DC      202u:- 


8  0  j'Af.  7930 

Be'er  Shmuel  Talnudical  Academy 
1363  50th  St. 
Brooklyn,  NY  11219 

Dear  President: 

This  is  to  inform  you  that  in  accordance  with  the  procedures  for  emer- 
gency action  set  forth  In  the  Limitation,  Suspension  and  Tennination 
regulations,  Subpart  H  of  the  General  Provisions  regulations  relating 
to  student  assistance  programs,  15  CFR  168. 71,  the  United  States 
Commissioner  of  Education  will  withhold  funds  from  your  institution 
and  its  students  under  the  following  programs:  Basic  Educational 
Opportunity  Grant  (BEOG),  Supplemental  Educational  Opportunity  Grant 
(SEOG),  National  Direct  Student  Loan  (NDSL),  College  Work-Study  (CWS), 
and  Guaranteed  Student  Loan  (GSL).  Furthermore,  the  Commissioner  is 
removing  the  authority  of  your  institution  to  obligate  funds  under 
those  programs.  This  emergency  action  does  not  affect  the  rights  and 
responsibilities  of  your  institution  or  any  lender  or  student  based 
on  your  institution's  prior  participation  In  the  aforementioned  pro- 
grams. 

This  action  becomes  effective  on  the  date  you  receive  this  notice  and 
will  remain  in  effect  for  a  period  not  to  exceed  thirty  days  unless 
a  limitation,  suspension  or  termination  action  is  begun  under  Subpart 
H  of  Part  168,  15  CFR  168. 71-168. 83,  during  the  thirty-day  period. 
If  such  action  is  begun,  the  period  of  the  emergency  action  may  be 
extended  until  the  completion  of  that  proceeding,  including  an  appeal 
to  the  Commissioner.  If  a  limitation,  suspension  or  termination 
action  is  begun,  you  may  request  an  opportunity  to  show  cause  why  the 
emergency  action  is  unwarranted  pending  the  outcome  of  that  proceeding. 

This  emergency  action  is  being  taken  to  prevent  the  likelihood  of  sub- 
stantial loss  of  funds  to  the  Federal  Government  and  because  the  likeli- 
hood of  such  a  loss  outweighs  the  importance  of  following  the  procedures 
for  limitation,  suspension  or  termination  set  forth  in  15  CFR  168.75 
and  168.76. 

The  Office  of  Inspector  General  (OIG),  the  Department  of  Health,  Education 
and  Welfare  (DHEW),  issued  an  administrative  subpoena  duces  tecum  on 
October  18,  1979.  to  verify  information  contained  in  documents  you  filed 
with  the  Office  of  Education  about  your  institution  and  its  students' 
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eligibillty.   Subsequently,  the  OIG  refrained  from  seeking  cxwipliance 
with  the  subpoena  based  on  promises  and  agreements  by  your  institution 
to  cooperate  in  the  reviewing  and  auditing  of  institutional  documents 
and  records,  and  in  the  interviewing  of  your  students.   Your  institution 
refused  to  allow  the  DHEW  auditors  to  audit  your  records,  refused  to 
provide  required  records  and  documents,  refused  to  grant  access  to  your 
records,  and  refused  to  allow  the  OIG  to  interview  students  attending 
your  institution. 

The  emergency  action  is  being  taken  because  of  your  institution's  vio- 
lations of  statutory  and  regulatory  provisions  governing  the  Federal 
student  financial  assistance  programs.   Specifically,  section  434(a) 
of  the  General  Education  Provisions  Act  as  well  as  sections  174.19(e), 
175.19(d),  176.19(d),  177.612(d)  and  190.85(a)  of  the  NDSL,  CWS,  SEOG, 
GSL  and  BBOG  program  regulations,  respectively,  provide  that  an  institu- 
tion must  give  the  Secretary  of  HEW,  the  Comptroller  General  of  the 
United  States,  or  their  duly  authorized  representatives  access  to  the 
ptogtaiD   and  fiscal  records  required  to  be  maintained  for  each  program. 
(20  DSC  1232c(a);  45  CFR  174.19(e),  45  CFR  175.19(d),  45  CFK  176.19(d), 
45  CFR  177.612(d)  and  45  CFR  190.85(a)).   Further,  section  168.12(b)(2) 
of  the  General  Provisions  Regulations  relating  to  student  assistance 
programs  requires  that  the  institution  provide  the  Assistant  Inspector 
General  for  Audit  (formerly  the  Director  of  the  HEW  Audit  Agency)  or 
the  Commissioner  with  access  to  the  records  of  the  individual  or  firm 
conducting  program  audits.   (45  CFR  168.12 (b) (2) ) .   See  also  section 
190.83(b)  of  the  BEOG  regulations  45  CFR  190.83(b).   The  Inspector 
General  is  a  duly  authorized  representative  of  the  Secretary  for 
purposes  of  providing  access  to  records  under  the  above  regulations. 

Because  your  institution  failed  to  provide  us  access  to  your  records, 
we  have  been  unable  to  conduct  an  audit  or  to  obtain  records  for  review, 
and  thus  cannot  determine  whether  your  institution  is  properly  managing 
the  student  aid  programs,  accounting  for  program  funds,  or  is  supplying 
accurate  information  to  the  Office  of  Education. 

This  emergency  action  is  also  based  on  your  institution's  failure  to 
submit  non-Federal  audits  of  its  participation  in  the  NDSL,  CWS,  and/or 
SEOG  Program  for  the  period  from  July  1,  1976  through  June  30,  1978. 
Audits  covering  this  F>eriod  were  to  be  submitted  by  December  31,  1978. 
Your  institution's  failure  to  submit  these  non-Federal  audits  violates 
the  terms  of  agreement  for  the  administration  of  the  programs  which 
your  institution  signed  with  the  Commissioner  of  Education  and  the  following 
program  regulations:   45  CFR  174.19 (g) (NDSL) ,  45  CFR  175.19  (e) (CWS) 
and  45  CFR  176.19 (e) (SEOG) .   These  regulations  require  that  all  of  your 
institution's  transactions  involving  the  NDSL,  CWS,  and  SEOG  funds  shall 
be  audited  by  the  institution  or  at  the  institution's  direction.   The 
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audlt  must  determine,  at  a  minimum,  the  fiscal  integrity  of  financial 
transactions  and  reports  and  whether  such  transactions  are  in  ccxnpliance 
with  applicable  laws  and  regulations.   Furthermore,  the  audit  must  be 
performed  in  accordance  with  the  DHEW  "Audit  Guide"  (July  1978)  for 
student  financial  aid  programs.  The  regulations  also  specify  that 
such  audits  shall  be  carried  out  at  least  once  every  two  years. 

A  copy  of  the  Part  168  regulations  under  which  this  action  is  being 
taken  is  enclosed.  Should  you  have  any  questions  with  respect  to  this 
action,  please  contact  Richard  Hastings  or  Ronald  Lipton  at  (202)  2^15- 
9880,  or  write  to  them  at: 

P.O.  Box  23838 
L'Enfant  Plaza  Station 
Washington,  D.  C.  2002H  ^^. 

Sincerely, 


Butts 

Acting  Deputy  Commissioner  for 
Student  Financial  Assistance 


Enclosure 
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DEPARTMENT   OF    HEALTH     EDUCATION     AND   WELFARE 

O^'^Cti    or   EDUC-:  lO". 
v\  A-  ►<    -vCtON    DC       2'J^'.'. 

3  0    A'   1980 


Rabbinical  College  of  Tash 
144  Wilson  St. 
Brooklyn,  NY  11211 

Dear  President: 

This  i3  to  inform  you  that  in  accordance  with  the  procedures  for  emer- 
gency action  set  forth  in  the  Limitation,  Suspension  and  Termination 
regulations,  Subpart  H  of  the  General  Provisions  regulations  relating 
to  student  assistance  programs,  ^5   CFR  168. T**,  the  United  States 
Commissioner  of  Education  will  withhold  funds  from  your  Institution 
and  its  students  under  the  following  programs:  Basic  Educational 
Opportunity  Grant  (BEOG),  Supplemental  Educational  Opportunity  Grant 
(SEOG),  National  Direct  Student  Loan  (NDSL),  College  Work-Study  (CWS), 
and  Guaranteed  Student  Loan  (GSL).  Furthermore,  the  Commissioner  is 
removing  the  authority  of  your  institution  to  obligate  funds  under 
those  programs.  This  emergency  action  does  not  affect  the  rights  and 
responsibilities  of  your  institution  or  any  lender  or  student  based 
on  your  institution's  prior  participation  in  the  aforementioned  pro- 
grams. 

This  action  becomes  effective  on  the  date  you  receive  this  notice  and 
will  remain  in  effect  for  a  period  not  to  exceed  thirty  days  unless 
a  limitation,  suspension  or  tennination  action  is  begun  under  Subpart 
H  of  Part  168,  ^5   CFR  168. 71-168. 83,  during  the  thirty-day  period. 
If  such  action  is  begun,  the  period  of  the  emergency  action  may  be 
extended  until  the  completion  of  that  proceeding,  including  an  appeal 
to  the  Commissioner.  If  a  limitation,  suspension  or  termination 
action  is  begun,  you  may  request  an  opportunity  to  show  cause  why  the 
emergency  action  is  unwarranted  pending  the  outcome  of  that  proceeding. 

This  emergency  action  is  being  taken  to  prevent  the  likelihood  of  sub- 
stantial loss  of  funds  to  the  Federal  Government  and  because  the  likeli- 
hood of  such  a  loss  outweighs  the  importance  of  following  the  procedures 
for  limitation,  suspension  or  termination  set  forth  in  i»5  CFR  168.75 
and  168.75. 

The  Office  of  Inspector  General  (OIG),  the  Department  of  Health, 
Education  and  Welfare  (DREW),  issued  an  administrative  subpoena 
duces  tecum  on  October  18,  1979,  to  verify  infonnation  contained  in 
documents  you  filed  with  the  Office  of  Education  about  your  institution 
and  its  students'  eligibility.  Subsequently,  the  OIG  refrained  from 
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seeking  compliance  with  the  subpoena  based  on  promises  and  agreements 
by  your  institution  to  cooperate  in  the  reviewing  and  auditing  of  in- 
stitutional docoments  and  records,  and  in  the  interviewing  of  your 
students.   Your  institution  refused  to  allow  the  DHEW  auditors  to 
audit  your  records,  refused  to  provide  required  records  and  documents, 
refused  to  grant  access  to  your  records,  and  refused  to  allow  the  OIG 
to  interview  students  attending  your  institution. 

The  emergency  action  is  being  taken  because  of  your  institution's  vio- 
lations of  statutory  and  regulatory  provisions  governing  the  Federal 
student  financial  assistance  programs.   Specifically,  section  434(a) 
of  the  General  Education  Provisions  Act  as  well  as  sections  174.19(e), 
175.19(d),  176.19(d),  177.612(d)  and  190.85(a)  of  the  NDSL,  CWS,  SEOG, 
GSL  and  BEOG  program  regulations,  respectively,  provide  that  an  institu- 
tion must  give  the  Secretary  of  HEW,  the  Comptroller  General  of  the 
United  States,  or  their  duly  authorized  representatives  access  to  the 
program  and  fiscal  records  required  to  be  maintained  for  each  program. 
(20  use  1232c(a);  45  CFR  174.19(e),  45  CFR  175.19(d),  45  CFR  176.19(d), 
45  CFR  177.612(d)  and  45  CFR  190.85(a)).   Further,  section  168.12(b)(2) 
of  the  General  Provisions  Regulations  relating  to  student  assistance 
programs  requires  that  the  institution  provide  the  Assistant  Inspector 
General  for  Audit (formerly  the  Director  of  the  HEW  Audit  Agency)  or 
the  Commissioner  with  access  to  the  records  of  the  individual  or  firm 
conducting  program  audits.   (45  CFR  168.12(b)(2)).   See  also  section 
190.83(b)  of  the  BEOG  regulations  45  CFR  190.83(b).  The  Inspector  General 
is  a  duly  authorized  representative  of  the  Secretary  for  purposes  of 
providing  access  to  records  under  the  above  regulations. 

Because  your  institution  failed  to  provide  us  access  to  your  records, 
we  have  been  unable  to  conduct  an  audit  or  to  obtain  records  for  review, 
and  thus  cannot  determine  whether  your  institution  is  properly  managing 
the  student  aid  programs,  accounting  for  program  funds  or  is  supplying 
accurate  information  to  the  Office  of  Education. 

A  copy  of  the  Part  168  regulations  under  which  this  action  is  being 
taken  is  enclosed.   Should  you  have  any  questions  with  respect  to  this 
action,  please  contact  Richard  Hastings  or  Ronald  Lipton  at  (202)  245- 
9880,  or  write  to  them  at: 

P.O.  Box  23838 

L' Enfant  Plaza  Station 

Washington,  D.  C.   20024 

Sincerely, 


Thomas  A.  Butts 

Acting  Deputy  Commissioner  for 

Student  Financial  Assistance 

Enclosure 
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DtPARTMENT  OF    HEALTH     EDUCATION     C-\D    V^L'^'' *■■ 
Off  iCL   or   t :  uic  -  :  "-i-. 


3  c .;;  !98n 

Bais  Yaakov  Seminary  of  Brooklyn 
1362  49th  St. 
Brooklyn,  NY   11219 

Dear  President: 

This  is  to  infom  you  that  in  accordance  with  the  procedures  for  emer- 
gency action  set  forth  In  the  Limitation,  Suspension  and  Termination 
regulations,  Subpart  H  of  the  General  Provisions  regulations  relating 
to  student  assistance  programs,  US   CFR  166. 7^,  the  United  States 
Commissioner  of  Education  will  withhold  funds  from  your  institution 
and  its  students  under  the  following  programs:  Basic  Educational 
Opportunity  Grant  (BEOG),  Supplemental  Educational  Opportunity  Grant 
(SEOG),  National  Direct  Student  Loan  (NDSL),  College  Work-Study  (CWS), 
and  Guaranteed  Student  Loan  (GSL).   Furthennore,  the  Commissioner  is 
removing  the  authority  of  your  Institution  to  obligate  funds  under 
those  programs.  This  emergency  action  does  not  affect  the  rights  and 
responsibilities  of  your  institution  or  any  lender  or  student  based 
on  your  institution's  prior  participation  in  the  aforementioned  pro- 
grams. 

This  action  becomes  effective  on  the  date  you  receive  this  notice  and 
will  remain  in  effect  for  a  period  not  to  exceed  thirty  days  unless 
a  limitation,  suspension  or  termination  action  is  begun  under  Subpart 
H  of  Part  166,  H5  CFR  168.71-168.63,  during  the  thirty-day  period. 
If  such  action  is  begun,  the  period  of  the  emergency  action  may  be 
extended  until  the  completion  of  that  proceeding,  including  an  appeal 
to  the  Commissioner.   If  a  limitation,  suspension  or  termination 
action  is  begun,  you  may  request  an  opportunity  to  show  cause  why  the 
emergency  action  is  unwarranted  pending  the  outcome  of  that  proceeding. 

This  emergency  action  is  being  taken  to  prevent  the  likelihood  of  sub- 
stantial loss  of  funds  to  the  Federal  Government  and  because  the  likeli- 
hood of  such  a  loss  outweighs  the  importance  of  following  the  procedures 
for  limitation,  suspension  or  termination  set  forth  in  US   CFR  168.75 
and  168.76. 

The  Office  of  Inspector  General  (OIG),  the  Department  of  Health,  Education 
and  Welfare  (DHEW),  issued  an  administrative  subpoena  duces  tecun  on 
October  18,  1979,  to  verify  information  contained  in  documents  you  filed 
with  the  Office  of  Education  about  your  Institution  and  its  students' 
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•llgibillty.   Subsequently,  the  OIC  refrained  from  seeking  conpliance 
with  the  subpoena  based  on  proBlses  and  agreeaents  by  your  institution 
to  cooperate  in  the  reviewing  and  auditing  of  institutional  docunents 
and  records,  and  in  the  interviewing  of  your  students.   Tour  institution 
refused  to  allow  the  DHEW  auditors  to  audit  your  records,  refused  to 
provide  required  records  and  docunents,  refused  to  grant  access  to  your 
records,  and  refused  to  allow  the  OIG  to  interview  students  attending 
your  institution. 

The  emergency  action  is  being  taken  because  of  your  institution's  vio- 
lations of  statutory  and  regulatory  provisions  governing  the  Federal 
student  financial  assistance  prograas.   Specifically,  section  434(a) 
of  the  General  Education  Provisions  Act  as  well  as  sections  174.19(e), 
175.19(d),  176.19(d),  177.612(d)  and  190.85(8)  of  the  NDSL,  CWS,  SEOG, 
GSL  and  BEOG  program  regulations,  respectively,  provide  that  an  institu- 
tion Bust  give  the  Secretary  of  HEW,  the  Ccnptroller  General  of  the 
United  States,  or  their  duly  authorired  representatives  access  to  the 
program  and  fiscal  records  required  to  be  maintained  for  each  program. 
(20  DSC  1232c(a)!  45  CPR  174.19(e),  45  CFR  175.19(d),  45  CFR  176, 19(d), 
45  CFR  177.612(d)  and  45  CFR  190.e5(a)).   Further,  section  168.12(b)(2) 
of  the  General  Provisions  Regulations  relating  to  student  assistance 
prograas  requires  that  the  institution  provide  the  Assistant  Inspector 
General  for  Audit  (formerly  the  Director  of  the  HEW  Audit  Agency)  or 
the  CoBnnissioner  with  access  to  the  records  of  the  individual  or  firm 
conducting  program  audits.   (45  CFR  168.12(b)(2)).   See  also  section 
190.e3(b)  of  the  BEOG  regulations  45  CFR  190.B3(b).   The  Inspector 
General  is  a  duly  authorired  representative  of  the  Secretary  for 
purposes  of  providing  access  to  records  under  the  above  regulations. 

Because  your  institution  failed  to  provide  us  access  to  your  records, 
we  have  been  unable  to  conduct  an  audit  or  to  obtain  records  for  review, 
and  thus  cannot  determine  whether  your  institution  is  properly  managing 
the  student  aid  programs,  accounting  for  program  funds,  or  is  supplying 
accurate  information  to  the  Office  of  Education. 

This  emergency  action  is  also  based  on  your  institution's  failure  to 
submit  non-Federal  audits  of  its  participation  in  the  NDSL,  CWS,  and/or 
SEOG  Program  for  the  period  from  July  1,  1976  through  June  30,  1978. 
Audits  covering  this  period  were  to  be  submitted  by  December  31,  1978. 
Your  institution's  failure  to  submit  these  non-Federal  audits  violates 
the  terms  of  agreement  for  the  administration  of  the  programs  which 
your  institution  signed  with  the  Commissioner  of  Education  and  the  following 
program  regulations:   45  CFR  174.19 (g) (NDSL) ,  45  CFR  175.19  (e) (CWS) 
and  45  CFR  176.19 (e) (SEOG) .   These  regulations  require  that  all  of  your 
institution's  transactions  involving  the  NDSL,  CWS,  and  SEOG  funds  shall 
be  audited  by  the  institution  or  at  the  institution's  direction.  The 
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audit  Bust  determine,  at  a  ■ini«uB,  the  fiscal  Integrity  of  financial 
tpansaetlons  and  raporta  and  whether  such  transactions  are  In  ecopl lance 
with  applicable  laws  and  regulations.  Furtheraore,  the  audit  must  be 
performed  In  accordance  with  the  DHEW  "Audit  Guide"  (July  1978)  for 
student  financial  aid  programs.  The  regulations  also  specify  that 
auch  audits  shall  be  carried  out  at  least  once  every  two  years. 

A  copy  of  the  Part  168  regulations  under  which  this  action  Is  being 
taken  Is  enclosed.  Should  you  have  any  questions  with  respect  to  this 
action,  please  contact  Richard  Hastings  or  Ronald  Llpton  at  (202)  2H5- 
9880,  or  write  to  them  at: 

P.O.  Box  2383B 

L' Enfant  Plaza  Station 

Washington,  D.  C.  2002«J 


Slnc^pcly , 


-7 


^-^~ 


Thomas  A.  Butts 

Acting  Deputy  Commissioner  for 

Student  Financial  Assistance 


Enclosure 
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DEPARTMENT  OF   HEALTH     EDUCATION     AND  WLlFARE; 

V^A     ►^.•.•^■'O-.    DC       20?'.: 


3  0  ...-  •  13.^,- 


Rabbinical  College  of  Sanz 
1420  50th  St. 
Brooklyn,  NY  11219 


Dear  President: 


This  Is  to  inform  you  that  in  accordance  with  the  procedures  for  emer- 
gency action  set  forth  in  the  Limitation,  Suspension  and  Termination 
regulations,  Subpart  H  of  the  General  Provisions  regulations  relating 
to  student  assistance  programs,  >i5   CFF  166. Tt,  the  United  States 
Commissioner  of  Education  will  withhold  funds  from  your  institution 
and  its  students  under  the  following  programs:  Basic  Educational 
Opportunity  Grant  (BEOG),  Supplemental  Educational  Opportunity  Grant 
(SEOG),  National  Direct  Student  Loan  (NDSL) ,  College  Work-Study  (CWS), 
and  Guaranteed  Student  Loan  (GSL).  Furthermore,  the  Commissioner  is 
removing  the  authority  of  your  institution  to  obligate  funds  under 
those  programs.  This  emergency  action  does  not  affect  the  rights  and 
responsibilities  of  your  institution  or  any  lender  or  student  based 
on  your  institution's  prior  participation  In  the  aforementioned  pro- 
grams. 

This  action  becomes  effective  on  the  date  you  receive  this  notice  and 
will  remain  in  effect  for  a  period  not  to  exceed  thirty  days  unless 
a  limitation,  suspension  or  tennination  action  is  begun  under  Subpart 
H  of  Part  168,  U5   CFR  168.71-168.63,  during  the  thirty-day  period. 
If  such  action  is  begun,  the  period  of  the  emergency  action  may  be 
extended  until  the  completion  of  that  proceeding,  including  an  appeal 
to  the  Commissioner.  If  a  limitation,  suspe:ision  or  termination 
action  is  begun,  you  may  request  an  opportunity  to  show  cause  why  the 
emergency  action  is  unwarranted  pending  the  outcome  of  that  proceeding. 

This  emergency  action  is  being  taken  to  prevent  the  likelihood  of  sub- 
stantial loss  of  funds  to  the  Federal  Government  and  because  the  likeli- 
hood of  such  a  loss  outweighs  the  iaportance  of  following  the  procedures 
for  limitation,  suspension  or  termination  set  forth  in  'iS   CFR  166.75 
and  168.76. 

The  Office  of  Inspector  General  (OIG),  the  Department  of  Health, 
Education  and  Welfare  (DREW),  Issued  an  administrative  subpoena 
duces  tecum  on  October  18,  1979,  to  verify  information  contained  in 
documents  you  filed  with  the  Office  of  Education  about  your  Institution 
and  its  students'  eligibility.  Subsequently,  the  OIG  refrained  from 
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■eeking  coBplianee  with  the  subpoena  based  on  promises  and  agreements 
by  your  institution  to  cooperate  in  the  reviewing  and  auditing  of  in- 
stitutional docuBents  and  records,  and  in  the  interviewing  of  your 
students.   Tour  institution  refused  to  allow  the  DHB*  auditors  to 
audit  your  records,  refused  to  provide  required  records  and  documents, 
refused  to  grant  access  to  your  records,  and  refused  to  allow  the  OIG 
to  interview  students  attending  your  institution. 

The  emergency  action  is  being  taken  because  of  your  institution's  vio- 
lations of  statutory  and  regulatory  provisions  governing  the  Federal 
student  financial  assistance  programs.   Specifically,  section  434(a) 
of  the  General  Education  Provisions  Act  as  well  as  sections  174.19(e), 
175.19(d),  176.19(d),  177.612(d)  and  190.85(a)  of  the  NDSL,  CWS,  SEOG, 
GSL  and  BEOG  prograa  regulations,  respectively,  provide  that  an  institu- 
tion must  give  the  Secretary  of  HEW,  the  Comptroller  General  of  the 
United  States,  or  their  duly  authorized  representatives  access  to  the 
program  and  fiscal  records  required  to  be  maintained  for  each  program. 
(20  use  1232c(a);  45  CFR  174.19(e),  45  CFR  175.19(d),  45  CFR  176.19(d), 
45  CFR  177.612(d)  and  45  CFR  190.85(a)).   Further,  section  168.12(b)(2) 
of  the  General  Provisions  Regulations  relating  to  student  assistance 
programs  requires  that  the  institution  provide  the  Assistant  Inspector 
General  for  Audit (formerly  the  Director  of  the  HEW  Audit  Agency)  or 
the  Commissioner  with  access  to  the  records  of  the  individual  or  firm 
conducting  program  audits.   (45  CFR  168.12 (b) (2) ) .   See  also  section 
190.83(b)  of  the  BEOG  regulations  45  CFR  190.83(b).  The  Inspector  General 
is  a  duly  authorized  representative  of  the  Secretary  for  purposes  of 
providing  access  to  records  under  the  above  regulations. 

Because  your  institution  failed  to  provide  us  access  to  your  records, 
we  have  been  unable  to  conduct  an  audit  or  to  obtain  records  for  review, 
and  thus  cannot  determine  whether  your  institution  is  properly  managing 
the  student  aid  programs,  accounting  for  program  funds  or  is  supplying 
accurate  information  to  the  Office  of  Education. 

A  copy  of  the  Part  168  regulations  under  which  this  action  is  being 
taken  is  enclosed.   Should  you  have  any  questions  with  respect  to  this 
action,  please  contact  Richard  Hastings  or  Ronald  Lipton  at  (202)  245- 
9880,  or  write  to  them  at: 

P.O.  Box  23838 
L'Enfant  Plaza  Station 
Washington,  D.  C.  ^^2flp24 

^^ 

Sincerely, 

Thomas  A.  Butts 

Acting  Deputy  Connnissioner  for 

Student  Financial  Assistance 

Enclosure 
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DEPARTMENT  OF    HEALTH.    EDUCATION     AND   WElFARC 

OfFiCE  or  EDUCATION 

v%A-^MiNCTON     DC       20?tJP 


3  0  j^:  1980 

OHR  Yisroel  Rabbinical  College 
60-20  Thornton  Place, 
Forest  Hills,  NY  11374 

Dear  President: 

This  is  to  inform  you  that  in  accordance  with  the  procedures  for  emer- 
gency action  set  forth  in  the  Limitation,  Suspension  and  Termination 
regulations,  Subpart  H  of  the  General  Provisions  regulations  relating 
to  student  assistance  programs,  15  CFR  168. 7t,  the  United  States 
Commissioner  of  Education  will  withhold  funds  from  your  institution 
and  its  students  under  the  following  programs:  Basic  Educational 
Opportunity  Grant  (BEOG),  Supplemental  Educational  Opportunity  Grant 
(SEOG),  National  Direct  Student  Loan  (NDSL),  College  Work-Study  (CWS), 
and  Guaranteed  Student  Loan  (GSL).  Furthermore,  the  Commissioner  is 
removing  the  authority  of  your  Institution  to  obligate  funds  under 
those  programs.  This  emergency  action  does  not  affect  the  rights  and 
responsibilities  of  your  institution  or  any  lender  or  student  based 
on  your  institution's  prior  participation  in  the  aforementioned  pro- 
grams. 

This  action  becomes  effective  on  the  date  you  receive  this  notice  and 
will  remain  in  effect  for  a  period  not  to  exceed  thirty  days  unless 
a  limitation,  suspension  or  termination  action  is  begun  under  Subpart 
H  of  Part  168,  ^5   CFR  168. 71-168. 83,  during  the  thirty-day  period. 
If  such  action  is  begun,  the  period  of  the  emergency  action  may  be 
extended  until  the  completion  of  that  proceeding,  including  an  appeal 
to  the  Commissioner.   If  a  limitation,  suspension  or  termination 
action  is  begun,  you  may  request  an  opportunity  to  show  cause  why  the 
emergency  action  is  unwarranted  pending  the  outcome  of  that  proceeding. 

This  emergency  action  is  being  taken  to  prevent  the  likelihood  of  sub- 
stantial loss  of  funds  to  the  Federal  Government  and  because  the  likeli- 
hood of  such  a  loss  outweighs  the  importance  of  following  the  procedures 
for  lifflltation,  suspension  or  tennination  set  forth  in  ^5   CFR  168.75 
and  168.76. 

The  Office  of  Inspector  General  (OIG),  the  Department  of  Health,  Education 
and  Welfare  (DHEW),  issued  an  administrative  subpoena  duces  tecum  on 
October  18,  1979,  to  verify  information  contained  in  documents  you  filed 
with  the  Office  of  Education  about  your  institution  and  its  students' 
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eligibility.   Subsequently,  the  OIG  refrained  front  seeking  compliance 
with  the  subpoena  based  on  pronises  and  agreements  by  your  institution 
to  cooperate  in  the  reviewing  and  auditing  of  institutional  documents 
and  records,  and  in  the  interviewing  of  your  students.   Your  institution 
refused  to  allow  the  DHEW  auditors  to  audit  your  records,  refused  to 
provide  required  records  and  documents,  refused  to  grant  access  to  your 
records,  and  refused  to  allow  the  OIG  to  interview  students  attending 
your  institution. 

The  emergency  action  is  being  taken  because  of  your  institution's  vio- 
lations of  statutory  and  regulatory  provisions  governing  the  Federal 
student  financial  assistance  programs.   Specifically,  section  434(a) 
of  the  General  Education  Provisions  Act  as  well  as  sections  174.19(e), 
175.19(d),  176.19(d),  177.612(d)  and  190.85(a)  of  the  NDSL,  CWS,  SEOG, 
GSL  and  BEOG  program  regulations,  respectively,  provide  that  an  institu- 
tion must  give  the  Secretary  of  HEW,  the  Comptroller  General  of  the 
United  States,  or  their  duly  authorized  representatives  access  to  the 
progreun  and  fiscal  records  required  to  be  maintained  for  each  program. 
(20  use  1232c(a);  45  CFR  174, 19(e),  45  CFR  175.19(d),  45  CFR  176.19(d), 
45  CFR  177.612(d)  and  45  CFR  190.85(a)).   Further,  section  168.12(b)(2) 
of  the  General  Provisions  Regulations  relating  to  student  assistance 
progreuns  requires  that  the  institution  provide  the  Assistant  Inspector 
General  for  Audit  (formerly  the  Director  of  the  HEW  Audit  Agency)  or 
the  Commissioner  with  access  to  the  records  of  the  individual  or  firm 
conducting  program  audits.   (45  CFR  168.12 (b) (2) ) .   See  also  section 
190.83(b)  of  the  BEOG  regulations  45  CFR  190.83(b).   The  Inspector 
General  is  a  duly  authorized  representative  of  the  Secretary  for 
purposes  of  providing  access  to  records  under  the  above  regulations. 

Because  your  institution  failed  to  provide  us  access  to  your  records, 
we  have  been  unable  to  conduct  an  audit  or  to  obtain  records  for  review, 
and  thus  cannot  determine  whether  your  institution  is  properly  managing 
the  student  aid  programs,  accounting  for  program  funds,  or  is  supplying 
accurate  information  to  the  Office  of  Education. 

This  emergency  action  is  also  based  on  your  institution's  failure  to 
submit  non-Federal  audits  of  its  participation  in  the  NDSL,  CWS,  and/or 
SEOG  Program  for  the  period  frcan  July  1,  1976  through  June  30,  1978. 
Audits  covering  this  period  were  to  be  submitted  by  December  31,  1978. 
your  institution's  failure  to  submit  these  non-Federal  audits  violates 
the  terms  of  agreement  for  the  administration  of  the  programs  which 
your  institution  signed  with  the  Commissioner  of  Education  and  the  following 
program  regulations:   45  CFR  174.19 (g) (NDSL) ,  45  CFR  175.19  (e) (CWS) 
and  45  CFR  176.19(e) (SEOG).   These  regulations  require  that  all  of  your 
institution's  transactions  involving  the  NDSL,  CWS,  and  SEOG  funds  shall 
be  audited  by  the  institution  or  at  the  institution's  direction.  The 
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audit  must  determine,  at  a  minimum,  the  fiscal  integrity  of  financial 
transactions  and  reports  and  whether  such  transactions  are  in  compliance 
with  applicable  laws  and  regulations.   Furthermore,  the  audit  must  be 
performed  in  accordance  with  the  DHEW  "Audit  Guide"  (July  1978)  for 
student  financial  aid  programs.  The  regulations  also  specify  that 
such  audits  shall  be  carried  out  at  least  once  every  two  years. 

A  copy  of  the  Part  168  regulations  under  which  this  action  is  being 
taken  is  enclosed.  Should  you  have  any  questions  with  respect  to  this 
action,  please  contact  Richard  Hastings  or  Ronald  Lipton  at  (202)  2'i5- 
9880,  or  write  to  them  at: 

P.O.  Box  23838 

L' Enfant  Plaza  Station 

Washington,  D.  C.  2002') 

Sincerely, 

.•-7 

.'"'  Thomas  A.  Butts 

Acting  Deputy  Commissioner  for 
Student  Financial  Assistance 

Enclosure 
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DEPARTMENT   OF    HEALTH     EDUCATIO'.     A\D    v^i^^ 
OFFiCL  OF  tDur  .    :  ;0-, 

3  0  '-'  1980 
Yeshiva  Beth  Shearim- 

Mishne  Halachoth  Gedoloth  Inst. 

5306  16th  Avenue 

Brooklyn,  NY   11204 


Dear  President: 

This  is  to  inform  you  that  in  accordance  with  the  procedures  for  emer- 
gency action  set  forth  in  the  Limitation,  Suspension  and  Termination 
regulations,  Subpart  H  of  the  General  Provisions  regulations  relating 
to  student  assistance  programs,  15  CFR  168. T'J,  the  United  States 
Commissioner  of  Education  will  withhold  funds  from  your  institution 
and  its  students  under  the  following  programs:   Basic  Educational 
Opportunity  Grant  (BEOG),  Supplemental  Educational  Opportunity  Grant 
(SEOG),  National  Direct  Student  Loan  (NDSL),  College  Work-Study  (CWS), 
ani  Guaranteed  Student  Loan  (GSL).   Furthermore,  the  Commissioner  is 
removing  the  authority  of  your  institution  to  obligate  funds  under 
those  programs.  This  emergency  action  does  not  affect  the  rights  and 
responsibilities  of  your  institution  or  any  lender  or  student  based 
on  your  institution's  prior  participation  in  the  aforementioned  pro- 
grams. 

This  action  becomes  effective  on  the  date  you  receive  this  notice  and 
will  remain  in  effect  for  a  period  not  to  exceed  thirty  days  unless 
a  limitation,  suspension  or  termination  action  is  begun  under  Subpart 
H  of  Part  168,  U5   CFR  168.71-168.83,  during  the  thirty-day  period. 
If  such  action  is  begun,  the  period  of  the  emergency  action  may  be 
extended  until  the  completion  of  that  proceeding,  including  an  appeal 
to  the  Commissioner.   If  a  limitation,  suspension  or  termination 
action  is  begun,  you  may  request  an  opportunity  to  show  cause  why  the 
emergency  action  is  unwarranted  pending  the  outcome  of  that  proceeding. 

This  emergency  action  is  being  taken  to  prevent  the  likelihood  of  sub- 
stantial loss  of  funds  to  the  Federal  Government  and  because  the  likeli- 
hood of  such  a  loss  outweighs  the  importance  of  following  the  procedures 
for  limitation,  suspension  or  termination  set  forth  in  "JS  CFR  166.75 
and  168.76. 

The  Office  of  Inspector  General  (OIG),  the  Department  of  Health,  Education 
and  Welfare  (DHEW),  issued  an  administrative  subpoena  duces  tecum  on 
October  18,  1979,  to  verify  information  contained  in  documents  you  filed 
with  the  Office  of  Education  about  your  institution  and  its  students' 
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eligibility.   Subsequently,  the  OIG  refrained  frotn  seeking  compliance 
vith  the  subpoena  based  on  promises  and  agreements  by  your  institution 
to  cooperate  in  the  reviewing  and  auditing  of  institutional  documents 
and  records,  and  in  the  interviewing  of  your  students.   Your  institution 
refused  to  allow  the  DHEW  auditors  to  audit  your  records,  refused  to 
provide  required  records  and  documents,  refused  to  grant  access  to  your 
records,  and  refused  to  allow  the  OIG  to  interview  students  attending 
your  institution. 

The  emergency  action  is  being  taken  because  of  your  institution's  vio- 
lations of  statutory  and  regulatory  provisions  governing  the  Federal 
student  financial  assistance  programs.   Specifically,  section  434(a) 
of  the  General  Education  Provisions  Act  as  well  as  sections  174.19(e), 
175.19(d),  176.19(d),  177.612(d)  and  190.85(a)  of  the  HDSL,  CWS,  SEC3G, 
GSL  and  BEOG  program  regulations,  respectively,  provide  that  an  institu- 
tion must  give  the  Secretary  of  HEW,  the  Comptroller  General  of  the 
United  States,  or  their  duly  authorized  representatives  access  to  the 
program  and  fiscal  records  required  to  be  maintained  for  each  program. 
(20  DSC  1232c(a);  45  CFR  174.19(e),  45  CFR  175.19(d),  45  CFR  176.19(d), 
45  CFR  177.612(d)  and  45  CFR  190.85(a)).   Further,  section  168.12(b)(2) 
of  the  General  Provisions  Regulations  relating  to  student  assistance 
programs  requires  that  the  institution  provide  the  Assistant  Inspector 
General  for  Audit  (formerly  the  Director  of  the  HEW  Audit  Agency)  or 
the  Commissioner  with  access  to  the  records  of  the  individual  or  firm 
conducting  program  audits.   (45  CFR  168.12(b)(2)).   See  also  section 
190.83(b)  of  the  BEOG  regulations  45  CFR  190.83(b).   The  Inspector 
General  is  a  duly  authorized  representative  of  the  Secretary  for 
purposes  of  providing  access  to  records  under  the  above  regulations. 

Because  your  institution  failed  to  provide  us  access  to  your  records, 
we  have  been  unable  to  conduct  an  audit  or  to  obtain  records  for  review, 
and  thus  cannot  determine  whether  your  institution  is  properly  managing 
the  student  aid  programs,  accounting  for  program  funds,  or  is  supplying 
accurate  information  to  the  Office  of  Education. 

This  emergency  action  is  also  based  on  your  institution's  failure  to 
submit  non-Federal  audits  of  its  participation  in  the  NDSL,  (TWS,  and/or 
SEOG  Program  for  the  period  from  July  1,  1976  through  June  30,  1978. 
Audits  covering  this  period  were  to  be  submitted  by  December  31,  1978. 
Your  institution's  failure  to  submit  these  non-Federal  audits  violates 
the  terms  of  agreement  for  the  administration  of  the  programs  which 
your  institution  signed  with  the  Commissioner  of  Education  and  the  following 
program  regulations:   45  CFR  174.19(g) (NDSL),  45  CFR  175.19  (e) (CWS) 
and  45  CFR  176. 19 (e) (SEOG) .   These  regulations  require  that  all  of  your 
institution's  transactions  involving  the  NDSL,  CWS,  and  SEOG  funds  shall 
be  audited  by  the  institution  or  at  the  institution's  direction.   The 
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audit  Bust  determine,  at  a  Bininum,  the  fiscal  integrity  of  financial 
transactions  and  reports  and  whether  such  transactions  are  in  compliance 
with  applicable  laws  and  regulations.  Furthermore ,  the  audit  must  be 
performed  in  accordance  with  the  DREW  "Audit  Guide"  (July  1976)  for 
student  financial  aid  programs.  The  regulations  also  specify  that 
such  audits  shall  be  carried  out  at  least  once  every  two  years. 

A  copy  of  the  Part  166  regulations  under  which  this  action  is  being 
taken  is  enclosed.  Should  you  have  any  questions  with  respect  to  this 
action,  please  contact  Richard  Hastings  or  Ronald  Lipton  at  (202)  2*45- 
9880,  or  write  to  them  at: 

P.O.  Box  23636 

L' Enfant  Plaza  Station 

Washington,  D.  C.  2002»» 


Sincerely, 


1 


/'  Thomas  A.  Butts 

Acting  Deputy  Commissioner  for 
Student  Financial  Assistance 


Enclosure 
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ThoMtf  A.  Bott«  January  31,  1980 

Acting  Deputy  Caaaiasloner  for 
Stndent  Plnaaclal  Asslstanc* 


Chief,  Participation  Control  Branch, 
DiTislon  of  Certification  6  Prograi  Review 


•rgency  Action  Proceadlngs  Against  Eight  (8)  New  York 
Rabbinical  Inatitutiona 


The  Participation  Control  Branch,  on  January  30,  1980,  sent  letters 
iaposing  an  eaargency  action  againat  eight  B«w  York  City  inatitutiona 
involved  in  the  religious  training  of  Jewish  students.   The  Branch  alao 
requested  on  January  30,  that  DFAF8  reaove  the  authority  of  these 
institutions  to  draw  any  further  funds,  effective  ijaaediately. 

These  actions  will  withhold  funds  fro«  these  schools  and  their  students, 
and  will  r^KSve  the  authority  of  these  institutions  to  obligate  funds 
under  BSFA  prograas. 

The  grounds  upon  which  these  actions  are  being  based  are:  the  institutions 

-  have  refused  to  torn  over  student  financial  assistance  records  in 
violation  of  a  subpoena  duces  tecun  issued  by  the  Office  of 
Inspector  General  (OIG) j 

-  have  refused  to  allow  the  DHEff  auditors  to  audit  their  ateinistration 
of  BSFA  prograas) 

-  have  refused  to  allow  the  OIG  to  interview  their  students. 


RLIPTONrmj : 1/31/80 
DCPR 
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/^^:yions  in  U.S.  Aid  Cut  Off 


?C7  S  lewfsh 


N.Y. 


U.i  LLUIS  M.  HELM 


Eiehi  Jpuish  schools  ir  Nf » 
York  have  had  millions  of  dollin 
in  education  aid  Icrminsird  quiei- 
ly  by  the  Departmeni  ol  Hfallh 
and  Human  Scnices  ader  i  mas- 
sive mvesiipalion  inio  possible 
fraud. 

No  announcement  is  planned 
about  pending  criminal  prosecu- 
tions until  alter  the  presidential 
election  on  November  4. 

This  decision  was  reached  by 
Secretary  Patricia  Roberts  Har- 
ris. 

An  earlier  decision  also  was 
made  not  to  announce  (he  initial 
aid  termination  this  year  shortly 
before  the  Democratic  primary 
election  in  New  York  state.  Presi- 
dent Carter  was  compeiinp  there 
lor  Jewish  voles  with  Senator  Ed- 
ward M.  Kennedy. 

No  pan  of  the  investigation,  aid 
termination  and  possible  cnminal 
prosecuuon  had  been  revealed 
before  this  article. 

The  aid  was  first  suspended  for 
30  days  on  January  30.  in  a  letter 
from  the  oeputy  assistant  secre- 
tary for  financial  assistance. 
Thomas  A  Butts.  This  was  fol- 
lowed on  February  27  with  a  Doal 
■'inieni  to  terminate"  letter. 

Butts'  letter  invoked  his  office's  ; 
suspension  authority  to  act  be-  ' 
cause  ol  "Ine  gravity  of  informa- 
tion" obtained.  i 

Necoiiations  continued  under  !■ 
tnr  HHi  insoecior  general's  office  ■ 
after  the  reorganization  that  i 
created  HHS  and  the  Department  , 
of  Ecucation  from  HEW.  Files  ' 
also  were  kepi  by  the  HHS  inspec-  I 
tor  general,  even  though  the  pro-  ■ 
gram  went  to  Education. 

Federal  Times  learned  that  the  ' 
IG  files  contain  copies  of  falsiOed 
Documents  from  hundreds  of  stu-  ' 
cents  who  applied  for  millions  of 
Qollars  in  aid  over  tne  years  under 
the  governmem's  Basic  Educa- 
tional Opporiunity  Grants  pro- 
gram. 

College  students  whose  parents 
can  snov  minimal  assets  and  in- 
come are  entitled  to  payment  for  ■ 
up  to  h:ll  ol  ineir  college  costs  by 
the  fioeral  povemmeni  under  Ibe 
|granis  orogram  Payments  run 
from  J:oo  to  118O0  a  year. 

The  grants  should  apply  to  only 
college  siudenu  HHS  files,  how- 
ever, show  that  the  eigni  Jewish 
schools  processed  applications 
from  non-college  students  with 
false  names  and  false  social  st- 
curity  numoeri. 

The  schools'  addresses  were 
lisiet:  as  those  of  the  siuoents 
scekinstheaid. 

HHS  proce<sed  Ihr  applications 

Mand  reiurneo  approvals  to  the  stu- 

lidents  ai  tne  schooh'  addresses. 

'The  schools  ihen  billed  the  gov- 

<  emment  for  the  amount  3pp"oved.    • 


President  Carur  l^  counting 
heaviix  on  Ilie  Jewixh  lote  in  New 
\ork  Cil.i  10  win  the  ^late  acainst 
Ronald  Reagan  The  HHS  political 
leadership  under  Secretary  Har- 
ris fears  thai  I  he  publicity  would 
cause  enough  concern  among 
Jewish  voiers  to  throw  the  stale 
inio  the  Reagan  column.  There- 
fore, they  decided  againsi  a  news 
release  about  the  termination  of 
aid  last  spring,  although  the  let- 
ters of  termination  are  public 
documents. 

More  recently,  the  HHS  acting 
inspector  general.  Richard  B. 
Lowe  III.  has  personally  taken 
charge  ol  the  case.  The  investiga- 
tion has  been  going  on  for  18 
months. 

Since  last  spring  Lowe's  office 
has  been  negotiating  with  the 
schools  about  possible  guilty  pleas 
to  the  charges  and  about  possible 
restilulion  of  the  funds. 


Schools  receiving  the  Icrmint- 
lion  letters  were. 

Bf'er  Shmuel  Talmudical 
Academy.  1363  JOih  Street,  Brook- 
lyn 

United  Talmudical  Academy,  B 
Lee  Avenue,  Brooklyn. 

OHR  Yisroel  Rabbinical  Col- 
lege, 6020  Thornton  Place,  Forest 
Hills. 

Rabbinical  College  of  Sam.  lUO 
SOih  Street.  Brooklyn. 

Yeshiva  F.  Shearim-Misbore 
Halachoth  G«doloth  Institute,  iSX 
16th  Street.  Brooklyn. 

Rabbinical  Seminary  of  New 
Square.  15  Roosevelt  Road,  New 
Square. 

Basis  Yaakov  Seminary  of 
Brooklyn,  1362  49lh  Street,  Brook- 
lyn 

Rabbinical  College  of  Tash.  Ui 
Wilson  Street,  Brooklyn. 
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DEPAr.rMENT   OF   HEALTH.  EDUCATION.  AND 


>JKLf, 


ARE 


TO 


FMH 


OSTA  DlTlalon  Dlr««tora 

Rlotaard  Rom,  Dlr«otcr,  DBAS 

HUIlaa  TasMT.  Chlaf ,  DBES 

r  Federal  Aaaiatano*  rinanolnx  Systia 

Aetlng  Deputy  Aaalatant  Seoretary  for 

Student  rinaoolal  Aaalataaoe 


J-  2  i'■><■^ 


SfJBJtCti     Depertaant  of  Juatloe  Requeat  Regarding 
Rabblnloal  Sohoola 


Attached  la  a  letter  dated  Pebruary  2,  1981,  trom   the  Olalaal  DlTtKliJi,  C,  ^^ 
U.S.  Departaent  of  Justice,  regarding  an  Inraatlgatlon  of  Rabblnloal'  ^-l^... 
Schools.  In  the  letter,  the  Departaent  of  Justice  repeats  that  tM  '   .  t''  '' 
Departaent  of  Bduoation  pull  and  prgaarve  all  the  records  In  AppendlJI    -;*'•■.■■ 
A  relating  to  the  53  sohoola  listed  in  Appendli  B.  .'»  ." 

Please  take  the  neoeseary  action  required  to  ooaply  with  thla  requ— >|^".i^  "'%<. 

If  you  have  any  questions  regarding  this  natter,  please  contact  Arthur 
Sinai,  Acting  Assistant  Inspector  General  for  Investigations. 


Jaaes  W.  Moore 


Attaoiawnts 


FILE 


OFFICE            SURNUIC 

DATE 

OFFICE 

SURNAME 

DATE 

OFFICE 

SURNAWE 

OATi 

PCiN    R.tsif.-r^ 

Ct.(>ii  \4ciSC,' 

^1,1 

^^ 
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U.S.  DEPARTMENT  OF  EDUCATION 

MEMORANDUM 

OFFICE  OF  INSPECTOR  GENERAL 


TO 


FROM 


Thomas    A.    Butts 

Deputy   Assistant    Secretary    for 

Student   Financial    Assistance 


^^ohn    C.    i/i^jyio 


SUBJECT : 


Acting    Inspector   General 


Department   of   Justice    Request 
Regarding    Rabbinical    Schools 


DATE:        FEB       I:  id8] 


6<i3_ 


1) 


/i 


Attached  is  a  letter  dated  February  2,  1981,  from  the 
Criminal  Division,  U.S.  Department  of  Justice,  regarding  the 
Rabbinical  School  investigation.   In  the  letter  the  Department 
of  Justice  requests  that  the  Department  of  Education  pull  and 
preserve  all  the  records  in  Appendix  A  relating  to  the  53 
schools  listed  in  Appendix  B.   Please  take  the  necessary  action 
required  to  comply  with  this  request. 

If  you  have  any  questions  regarding  this  matter,  please  contact 
Arthur  Sinai,  Acting  Assistant  Inspector  General  for  Investigations. 


Attachment 


ig/.^«szni  01  "i 


;i,i,:t;o;in«l30 
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U.S.  Deparf-   nt  of  Justice 


^/ 


JAH:BLW:MHF:ma 
46-16-1716 


VaOiinfton.  D.C.  20530 


JtAtJ^  ^ 


Mr.  JCrtr^.  Yazurlo  2  FEB  1981 

Actiry/Tnspeccor  General 

Department  of  Education 

Post  Office  Box  23458 

L' Enfant  Plaza  Station 

Washington,  D.C.   20024 

T?e:   Rabbinical  School:  Hasidim 
Dear  Mr.  Yazurlo: 

On  January  8,  1981,  your  office  referred  the  above-captioned 
matter  to  us  for  investigation  and  possible  prosecution.   This 
matter  arose  as  a  result  of  a  computer  analysis  of  proprietary 
schools  which  disclosed  that  the  Basic  Education  Opportimity  Grants 
Program  (BEOG)  applications  from  students  in  approximately  fifty 
Rabbinical  Schools  displayed  discrepancies  with  Social  Security 
Administration  records.   Initially,  the  Special  Assignments  Division 
of  the  Inspector  General's  Office  of  Health  and  Human  Services  (HHS) 
was  assigned  to  handle  the  matter.   They  chose  eight  schools  origi- 
nally to  concentrate  upon,  served  administrative  subpoenas  on  those 
eight,  and  pulled  the  relevant  government  records  on  them. 

At  our  meeting  on  January  8,  1981,  we  decided  that  one  of 
the  first  necessary  steps  in  this  investigation  was  to  determine 
the  basis  for  the  choice  of  the  eight  schools,  and  to  decide 
whether  the  original  basis  was  appropriate  for  prosecutive  pur- 
poses.  V;e  have  found  out  that  the  original  schools  were  chosen 
without  regard  to  prosecution,  but  instead  to  get  a  random  sample 
considering  size,  location,  and  amounts  of  money  involved.   We 
also  uiscovered  tliat  the  routine  record  destruction  is  rapid  with 
these  records,  and  many  are  scheduled  for  destruction  this  year. 

In  light  of  the  above  facts ,  it  is  imperative  to  pull  and 
preserve  the  records  from  all  the  schools  involved  immediately. 
We  are  aware  of  the  manpower  problems  involved  with  this  project, 
and  we  would  not  ask  for  production  of  the  docimaents  if  we  did 
not  believe  that  it  was  essential  to  this  investigation  and  to 
any  possible  future  prosecution. 

Accordingly,  we  hereby  request  production  of  all  docvmients 
required  by  custom,  regulation  or  law  to  be  filed  with  or  kept 
by  the  government  concerning  BEOG  programs  including  those  in 
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1Q77   iPRl   for  the  schools  listed 

S|ral!''dfc^"5';£urtr?i/si'ires^Se\ei„s  Polled. 

We  appreciate  your  cooperation  in  this  matter. 

Sincerely, 


Jo  Ann  Harris 
Chief.  Fraud  Section 
Criminal  Division 


■n  . 

By:  ^^i^4< 
Mikal  H. 
Attorney 


Enclosures 
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JAU:BLW:MHFima 
46-16-1716 


2  FEB  1981 


!Ir.  John  C.  Yazurlo 
Acting  Inspector  General 
Department  of  Education 
Post  Office  Box  23453 
L' Enfant  Plaza  Station 
Washington,  D.C.   20024 

Re:   Rabbinical  School:  Ilasidiia 

Dear  'Ir.  Yazurlo: 

On  Janiiar^-  8,  1981,  your  office  referred  the  above-c«ptl<m«d 
natter  to  us  for  investigation  and  possible  prosecution.   This 
natter  arose  as  a  result  of  a  computer  analysis  of  proprietary 
schools  which  disclosed  that  the  Basic  Education  Opportunity  Grant! 
Prosraid  (3E0G)  applications  fron  students  in  approximately  fifty 
Rabbinical  Schools  displayed  discrepancies  with  Social  Security 
Administration  records.   Initially,  the  Special  Assignments  Division 
of  the  Inspector  General's  Office  of  Health  and  Human  Services  (HHS) 
was  assicTied  to  handle  the  natter.   They  chose  ei^ht  schools  ori;-^i- 
nally  to  concentrate  upon,  served  administrative  subpoenas  on  those 
ei^ht,  and  pulled  the  relevant  goveninent  recoras  on  them. 

At  our  meeting  on  January  8,  1931,  we  decided  that  one  of 
the  first  necessary  steps  in  this  investigation  was  to  determine 
the  basis  for  the  choice  of  the  eight  schools,  and  to  decide 
'./hether  the  orip;inal  basis  was  appropriate  for  prosecutive  pur- 
poses,  'v.'e  have  found  out  that  the  original  schools  were  chosen 
without  regard  to  prosecution,  but  instead  to  get  a  random  sample 
considering  size,  location,  and  amounts  of  money  involved.   We 
also  discovered  that  the  routine  record  destruction  is  rapid  with 
these  records,  and  many  are  scheduled  for  destruction  this  year. 

In  light  of  the  above  facts,  it  is  imperative  to  pull  and 
presarve  the  records  from  all  the  schools  involved  iiiaediately. 
Wa  are  aware  of  the  manpower  problems  involved  with  this  project, 
and  we  would  not  ask  for  production  of  the  documents  if  we  did 
not  believe  that  it  was  essential  to  this  investigation  and  to 
any  possible  future  prosecution. 

Accordingly,  we  hereby  request  production  of  all  documents 
required  by  custom,  reculation  or  law  to  be  filed  with  or  kept 
by  the  government  concemins  3E0G  programs  including  those  in 
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tr^^wf;  f"  ^^  ^^"t    ^"^  -  ^5'51.  for  the  schools  listed 
^tdfn^J^  ^-^  ^*  """.^^^   ^^"  ^^^'^  ^o"'^  of  the  documents  are 
,^^^?  Z"""  destruction  soon,  please  put  an  inmediatrfreezl 
upon  all  documents  while  the  first  ones  are  being  pulled 

We  appreciate  your  cooperation  in  this  natter. 


Sincerely, 

Jo  Ann  Harris 
Chief.  Fraud  Section 
Crininal  Division 


3y: 

tlikal  H.    Frey 
Attorney 

Knclosures 
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APPENDIX  A 


With  respect  to  the  schools  in  Appendix  B,  the  following  records 
from  1977  -  1981: 

1.  All  correspondence  files  or  working  files  whether  open  or 
closed. 

2.  All  applications  for  participation  in  Basic  Education 
Opportunity  Grants  Program  (BEOG) . 

3.  Notice  of  eligibility  to  participate  in  Federal  student  aid 
programs  issued  by  the  United  States  Office  of  Education, 
Division  of  Eligibility  and  Agency  Evaluation. 

4.  Executed  copy  of  the  terms  of  Agreement  covering  Institution 
Participation  in  Federal  Student  Aid  Program. 

5.  Office  of  Education  Program  Reports. 

6.  Audit  Reports  or  Program  Review  Reports. 

7.  Department  Federal  Assistance  Quarterly  Reports  (DFAFS  #27). 

8.  Grantees  Monthly  Cash  Requests  to  the  Departmental  Federal 
Assistance  Financing  System  (DFAFS) . 

9.  All  SERS. 

10.  Institutional  Progress  Reports  for  BEOG  Grants  (DE  Form 
255-3). 

11.  Student  Validation  Roster. 

12.  Authorization  Letter  (Annual)  for  BEOG  funding. 

13.  REOG  Applications  from  the  students. 


BOX  r 
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— ""'  "Hiiinil  riT  fil—      Thry  Tir»  idiMifieJ  by  nui]iti3  1  lUiuu^i  ir. 

I.  Yeshiva  Beth  Hillel  of  Krasna 

2a.  Central  Yeshiva  Beth  Joseph  Rabbinical  Sendnaiy 

2b.  Beth  Joseph  Rabbinical  Seminary 

3.  Rabbinical  Seminary  Beth  Yitichok  X>:    5fifJ<A 

4.  Rabbinical  College  of  Queens 

5.  Rabbinical  Seminary  M'Kor  Qtaim 

6.  Hadar  Hatorah  Rabbinical  Seminary 

7.  Beth  Hamedash  Siaarei  Yosher  Institute 

8.  Associated  Beth  Kviah  Schools 

9.  United  Talmidical  Academy 

10.  Rabbinical  College  Beth  Shraga 

II.  Yeshiva  Qiofetz  Chaim  of  Radum 

12.  Bais  YaaJiOV  Seminary  of  BrooKlyn 

13.  Yeshiva th  Zichron  ^bshe 

14.  Veshi\-a  of  Nitra  Rabbinical  College 
13.  Ohr  Y'isroel  Rabbinical  College 

16.  Veshi\-a  Kibbutz  Tashbar 

17.  Rabbinical  Seninary  Adas  Yereim 

18.  Rabbinical  Seminary  of  Mnkacs 

19.  Ayelet  Hashacar  Teachers  Seninary 

21.  Belzer  Yeshiva  -  Machzikei  Torah  Seminary 

22.  Beth  Viecrash  Enek  Halacba 

25.  Long  Island  Seminar)-  of  Jevdsh  Studies  for  Women 
2-t.  RaibirjCEl  Seainar)'  of  New  Square 

23.  Sara  Schenirer  Teachers  Seminary 

26.  Yeshive  Karlir.  Stalin  Beth  .^ron 
2".  Derech  .-.ys".  ^abbiiical  Seainarv- 
25.  Edu02.ticr.ii  Institute  Cholei  Torah 

25.  RiJcs  hn^T  Zis.zz=Ti  Seziaary  for  ;\"cr£n 

3J.  Veir.ivEtr.  Viiniti  Si-.ool 

?;iiiir:i:al  Ccllege  of  Sam 

C;-.2l  £h=j£:  Yeshiva 

3e'Er  Srjzs^l  7?;1-:.-:1:e1  Acadertj- 

Beth  Jic;;  Hebrew  Teachers  College 

Central  V==.-.i\"2  Tcri-.si  Trdjnini  L-J3a\"it: 

36.  'fesi\":ha  Tifereth  Jerjsalen  of  Anerica 

37.  Mesi'.ta  Tsrah  Voiaath  Rabbinical  Serinar>- 
3fci.  :'iirrer  Yeihi\"a  Central  Institute 

39.  Rabbinical  College  of  the  Bobover  Yeshiva  Enei  Zion,   Inc. 

40.  Rabbira:al  College  Ch'San  Sofer  of  XT 

41.  Rabbinical  Academy  -  Mesi\ta  Rabbi  Chaim  Berlin 

42.  Rabbinical  Semirian-  of  America 

45.  Rabbinical  College  of  Kamenitz  Yeshiva 

44.  Yeshi\-at  Beth  Shearin  Rabbinical  Institute 

45.  Ohr  Haneir  Theological  Seminary 

46.  Rabbinical  Seminary  Ohr  Hachaim  of  Tash 

47.  Sh'Or  Yoshuv'  Institute,   Inc. 

48.  Machzikei  Hadatli  Rabbinical  College 

49.  Yeshiva  University 

50.  Grus  Girls  Seminary 

51.  Kehilath  Yalcov  Rabbinical  Seminary 

52.  Mesivta  of  Eastern  Parkway  Rabbinical  Seminary 

53.  Rabbinical  College  of  Long  Island 

54.  Yeshivat  Mikdash  telecli 

55.  Yeshiva  I'iachlas  Haleviyim 

^  YCiHlX*  8£TH  SHtAK.IP>-     HIS«'H        M^^CACorH  if  £  SOLOTH 
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U.S  DEPARTMENT  OF  EDUCATION 

MEMORANDUM 


_-     .   OSFA  Division  Directors  FEB  I  2  -- 

Richard  Rowe,  Director,  DEAE 

Williaai  Yancey,  Chief,  DHHS 

Federal  Assistance  Financing  System 
PROM   :   Acting  Deputy  Assistant  Secretary  for 

Student  Financial  Assistance 

SUBJECT:   Department  of  Justice  Request  Regarding 
Rabbinical  Schools 


Attached  is  a  letter  dated  February  2,  1981,  from  the  Criminal  Division, 
D.S.  Department  of  Justice,  regarding  an  investigation  of  Rabbinical 
Schools.   In  the  letter,  the  Department  of  Justice  requests  that  the 
Department  of  Education  pull  and  preserve  all  the  records  in  Appendix 
A  relating  to  the  55  schools  listed  in  Appendix  B. 

Please  take  the  necessary  action  required  to  comply  with  this  request. 

If  you  have  any  questions  regarding  this  matter,  please  contact  Arthur 
Sinai,  Acting  Assistant  Inspector  General  for  Investigations. 


..^^i_—  James  H.  Moore         ^C^ 


Attachments 
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JAH:BLW:MHF:ma 
46-16-1716 


h'jrttn/rfon.  DC.  205  }0 


Jb^J^Y 


Mr.  W,^  Yazurlo  2  FEB  1281 

Actin^^nspector  General 

fieparcment  of  Education 
'ISbMt   Office-  Box  23458 
'fi^Enfant  Plaza  Station 

Washington,  D.C.   20024 

R.e :   Rabbinical  School:  Hasidim 
Dear  Mr.  Yazurlo: 

On  January  8,  1981,  your  office  referred  the  above-captioned 
matter  to  us  for  investigation  and  possible  prosecution.   This 
matter  arose  as  a  result  of  a  computer  analysis  of  proprietary 
schools  which  disclosed  that  the  Basic  Education  Opportunity  Grants 
Program  (BEOG)  applications  from  students  in  approximately  fifty 
Rabbinical  Schools  displayed  discrepancies  vith  Social  Security 
Administration  records.   Initially,  the  Special  Assignments  Division 
of  the  Inspector  General's  Office  of  Health  and  Human  Services  (HHS) 
was  assigned  to  handle  the  matter.   They  chose  .eight  schools  origi- 
nally t.o  concentrate  upon,  served  adr.inistrative  subpoiiuas  on  chose 
eight,  and  pulled  the  relevant  government  records  on  them. 

At  our  meeting  on  January  8,  1981,  we  decided  that  one  of 
the  first  necessary  steps  in  this  investigation  was  to  determine 
the  bas:"5  for  the  choice  of  the  eij;,ht  schools,  and  to  decide 
whether  the  original  basis  was  appropriate  for  prosecutive  pur- 
poses.  Iv'e  have  found  out  that  the  original  schools  were  chosen 
without  regard  to  prosecution,  but  instead  to  get  a  random  sample 
considering  size,  location,  and  amounts  of  money  involved.   We 
also  ulscovered  that  the  routine  record  destruction  is  rapid  with 
these  records,  and  many  are  scheduled  for  destruction  this  year. 

In  light  of  the  above  facts,  it  is  imperative  to  pull  and 
preserve  the  records  from  all  the  schools  involved  inr-ediately . 
We  are  av.'are  of  the  m.anpowGr  problems  involved  with  this  project, 
and  we  would  not  ask  for  production  of  the  documents  if  we  did 
not  believe  that  it  was  essential  to  this  investigation  and  to 
any  possible  future  prosecution. 
—  -j^ 

Accordingly,  we  hereby  request  production  of  all  documents 
red  by  custom,  regulation  or  law  to  be  filed  with  or  kept 
e  government  concerning  BEOG  programs  including  chose  in 
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Appendix  A,  for  the  years  1977  -  1981,  for  the  schools  listed 
in  Appendix  B.   Due  to  the  fact  that  some  of  the  documents  are 
scheduled  for  destruction  soon,  please  put  an  iLimediate  freeze 
upon  all  documents  while  the  first  ones  are  being  pulled. 


4 


^■^  We  appijeciate  your   cooperation  in   this  matter. 

Sincerely, 

Jo  Ann  Karris 
Chief,  Fraud  Sectioii 
Crit-inal  Division 

-7  .  ^   - 

By:  ^^4^5,^ /-yX>V/.- 
Mikal  H.^Frey  / 
Attorney      ' 

Enclosures 
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APPENDIX  A 

With  respect  to  the  schools  in  Appendix  B,  the  following  records 
from  1977  -  1981: 

1.  All  correspondence  files  or  working  files  whether  open  or 
closed. 

2.  All  applications  for  participation  in  Basic  Education 
Opportunity  Grants  Program  (BEOG) . 

3.  Notice  of  eligibility  to  participate  in  Federal  student  aid 
programs  issued  by  the  United  States  Office  of  Education, 
Division  of  Eligibility  and  Agency  Evaluation. 

4.  Executed  copy  of  the  terms  of  Agreement  covering  Institution 
Participation  in  Federal  Student  Aid  Program. 

5.  Office  of  Education  Program  Reports. 

6.  Audit  Reports  or  Program  Review  Reports. 

7.  Department  Federal  Assistance  Quarterly  Reports  (DFAFS  #27). 

8.  Grantees  Monthly  Cash  Requests  to  the  Departmental  Federal 
Assistance  Financing  System  (DFAFS) . 

9.  All  SERS. 

10.  Institutional  Progress  Reports  for  BEOG  Grants  (DE  Form 
255-3). 

11.  Student  Validation  Roster. 

12.  Authorization  Letter  (Annual)  for  BEOG  funding. 

13.  BEOG  Applications  from  the  students. 
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I  \\  \  t-(\jv'  k  f^       ^__)  ■ 


Tiin^  nrigiml  tSt  fih*.i.    it*w  .^         L   .■     .  .  .   .. 

I.  Yeshiva  Beth  Hillel  of  Krasna 

2«.  C«»trml  Yeshivi  Beth  Joseph  Rabbinical  Sesdnarv 

Zo.  Beth  Joseph  Rabbinical  Seaijiarv 

5.  tafabiaicja  Sesiaaiy  Beth  Yitictok  D.    Sr,^<h 

4.  Rabbinical  College  of  Queens 

5.  Rabbinical  Seminaiy  M'b>r  Quia 

6.  HailaT  Uitorah  Rabbinical  Seainaiy 

7.  Beth  Handash  Siaarei  Yosher  Institute 
«.  .  Associated  Beth  Rivkah  Schools 

9.  Uiited  Talnjdical  Acadesv 

10.  Rabbinical  College  Beth  Su-aga 

II.  Yeshiva  Qiofeti  Chaoja  of  Radus 

??•  ^t  *"*^'^  Seainaiy  of  Brooklyn 

13.  ^eshavath  Zichron  l^bshe 

14.  yeshi\-a  of  Kitra  Rabbinical  Colleje 

15.  Chr  Visrciel  Rabbinical  Collese 

16.  Vesoix-a  Kibbuti  Tashbar 

17.  Rabbinical  Sendnaiy  Adas  Yereia 
IS.  Rahhiniral  Seidnary  of  Mmkacs 
19.  Ajrelet  Hashacar  Teadvrs  Sesinazy 

a.       ■     Belier  Yeshiva  -  ttachiikei  Torah  ScHinary 

22.  Beth  I4ecl:vh  T^V  Halacha 

23.  long  Island  Seminar)-  of  Jewish  Snalies  for  m»-., 
*;•  Raisiiicil  SeainiT)-  of  .\ev  Square 

2».  Sara  Sc-eairer  Teachers  Seainary 

26.  Yeshix^c  Karl  in  Stolia  Beth  .taro 

2T.  Esreci  A>-s:=  aabbinjcal  Seainai\- 

??•  Ei^eticiii  Institute  Cfcolei  Torah 

t?-  ?^.^'*.^~  'i-'^::^TS  5e=iaai>-  for  Kcaea 

M.  ieszi-.-c^-.  iimitz  School 

3:.  S£ibizi:^  Cclleje  cf  Sam 

•Si.  Crjtl  Shnjsl  yeshi\-a 

55.  f*'.^  Si.':::*!  Tzlnudiial  .Acade3- 

34.  ~eth  Jic;;  hebre.-  Teachers  Coliejs 

M.  Ce--.Tz:.  Vesju«  Torch-i  Trimm  L-j32\-iti 

36.  ^iBsi^-u•^  Tifereth  Jensalen  of  .Anerica 

J'.  ?-fcsi\-£  icrah  Voiaath  Rabbinical  Ssrinar\- 

n*  --T-"  Veihi\-a  Cer.trzl  Institute 

40.  Rabbir^ical  College  Ch'San  Sofer  of  ,\T 

41.  teboinical  Acadeny  -  >fcsi\ta  Rabbi  Chaim  Berlin 
4Z.  Rabbinical  Seninan-  of  Anerica 

43.  Rabbinical  College'  of  Kamenitz  yeshi%-a 

Mr  ^J**"^^*  ^^  Sheariji  Rabbinical  Institute 

45.  Oir  Haaeir  'nieological  Senanary 

46.  Rabbinical  Seminary  Ohr  Hachaim  of  Tash 

47.  Si'Or  Yoshuv  Institute,  Inc. 

48.  Machiikei  Hadath  Rabbinical  College 

49.  Yeshix-a  Uhiversity 

50.  Grus  Girls  Seminary 

51.  Kehilath  Yakov  Rabbinical  Seminary 

«■  b^kk"^  °f  ^J'"'  ^"^■^■'>'  Rabbinical  Seminary 

53.  Rabbinical  College  of  Long  Island 

54.  Yeshivat  mkdash  Melech 

55.  Yeshiva  niachlas  Haleviyim 
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UNTTID  STATES  DEPARTMENT  OF  EDUCATION 
O.-FICI  or  INSPECTOR  GENERAL 

•■•■2  5  !r-- 


KEMORANDU.M 


; 
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11    >.'<'  •-, 

Jrt\  C 


TO 


FROM 


Edward  Elmendorf 

AssiEtant  Secretary 

for  Poszsecondary  Edocataon 


L 


Arthur  Sinai 

Assistant  Inspecror  General 

for  Invest.iaat.ion 


SUBJECT 


Review  of  Documents 
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mg 
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As  yo-j  ir.ay  know,  Rabbi  Abrahe.":!  TenenoauT,  is  the  consults 
several  scnocls  in  the  New  Yor.k  City  area.   The  Justice 
and  the  Office  of  Inspector  General  (GIG)  are  currently 
investicatinc  allegations  that  Rabbi  Tenenbauin  may  be  de 
tj^e^Department  of  Education  (ED)  by  obtaining  elicibilit_ 
/the  three- institutional-letter  method  for  non-accredited 
/institutions.   Our  investigation  is  disclosing   serious 
[irregularities  regarding  these  schools.   Based  upon  what  we  have 
round  we  recommend  that  OSEA  should  thoroughly  review  all 
eligibility  and  certification  applications  submitted  by  Rabbi 
Tenenba'jm  on  behalf  of  his  client  institutions. 


In  order  to  protect  the  Government's  interests,  I  suggest 
that  tne  Eligibility  and  Agency  Evaluation  Staff  and  tne 
Participation  Certification  Branch  independently  verify  all 
representations  on  applications  submitted  by  Rabbi  Tenenbaum.   For 
example,  if  an  application  states  that  the  school  has  ninety 
students  enrolled,   OSFA  should  require  a  list  of  the  student 
names,  home  addresses,  SSNs ,  telephone  numbers  and  dates  of  birth. 
If  the  application  states  that  six  teachers  are  e-^ployed,  ED 
should  require  their  names,  addresses,  telephone  numbers,  hours 
per  week  teaching  and  subject  matter  taught. 

One  iteoi  of  special  interest  is  to  assure  that  the  State  approval 
to  operate  a  postsecondary  educational  institution  meets  ED 
regulatory  requirements  for  eligibility.   The  Department  should 
reouest  additional  information  from  the  schools  who  are  alleaedlv 
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accepting  transfer  credits  froin  Sebbi  Tenenbauir. '  s  client  schools. 
This  inf  orin2 -ion  should  include  the  studer.t's  name,  SSM,  date  of 
birth,  date  enrolled,  ncnber  of  credits  and  subjects  accepted, 
number  of  credits  fcr  which  enrolled,  length  of  matriculation,  and 
academic  progress. 

All  documents  submitted  by  Rabbi  Tenenbaum  should  be  reviewed  to 
ensure  they  are  signed  and  dated  by  a  person  and  do  not  have  just 
a  corporate  stamp.   Individual  pages  should  ell  be  date  stamped. 
-f  tne  Qocunents  must  be  separated  fcr  processing  or  filing,  a 
record  should  be  made  stating  where  the  pages  are  filed  so  tne 
document  may  be  reassembled  if  needed.   It  should  also  be  noted 
as  to  how  the  document  was  received  by  ED,  i.e.  hand  delivered, 
mailed,  etc.   If  oral  representations  are  made  about  documents, 
either  in  person  or  by  telepnone,  a  note  to  tne  file  should  be 
prepared  setting  forth  tne  substance  cf  tne  conversation. 

Please  contact  me  en  245-04S2  if  you  need  any  additional 
information . 
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DEPARTMENT   OF    HEALTH   AND    HUMAN    SERVICES 


TO  ':     E.-;-.-srri  y.  ElTiino"!  ''^     '^   '5S3 

EJi-'.'.^iliTv  ani  f-.^tr.-)-  =viJuat!on  Stiff 
Sl'QoCCT:     EAE5  °3rtion  of  RipW  to  Inspe-rtor  r-en-.ra!  '>'no  "^ate";  n2"un'-;'  "".J,  '.' 


Follo--i'>7  arc  \'i^  res^->i«':'-  f'^n  fic  EJi^i-iUity  anr  Aecnty  lv?.l-j;tin-  ^t?.'f 
(^A'vSl  tc  CT.r-.zlr.  2•^3rcp^;^te  pcrtion:  if  the  'nq-ji-r  iro^  ' '.r.  Arfn.T  S>.si, 
A::;-;tL.nt  Lispector  General,  ir.  ne  --.-leno  citpv  above.    Responses  to  "-:v;r 
pn-tio^5  o!  tie  nrnn  s^.r>u!'<  more  p'ooTly  ^e  ■ira'te-'  -•;'  T-e  Office  cf  ''■t-'- 
cient  F'-na-^cia!  .Aisistan^e. 


1.  ^'■:  hnve  ^.e-^n  cl-'srlv  a«-are  of  !^?.-5'5;  Tc^bn-j-n's  actlviTJes  f^r  rrianv  ve?--s. 
:  iesr-ecsr-.tlvrtiere  \,-6.s  in  e>:cns.r.ee  r.;  co'ro!i3r.:;;;.-/.'t  ■.■.■;tn  -^:-.-'.  ^r.  ro"- 
recTion  with  '■■:?  iji-^ation:  c:    li'trezt-^— ^t  iv  tnis  "^t^f:  ■-  Ort^-iS'-'-'-^^-i 
ber  '9S7. 

2.  S'nce  earlv  ;?s:,  tMe  EA~S  r,s.3  "leer.  'PT-e?.slr-..;;--  Trrictive  'tp  revisi--;  r-y; 
r?:-.;;rcT;er.ts  f3'  3!~  cPTipIip.nc;.   "^pvijc;-:  jj"  i-r:cT«  ve-e  Doonve:  ---.-; 
a.-iopt^-;  ;n  ti-ic  5:>r:ng  rf  !"??  zs  3  rtrsu!:  cf  earlie-  orobleTi  z.-'.tr'^  citer  ^»' 
tne  !C-  office  In  C^-ucago. 

■;.   E'lF.S  ha$  no  tias-s  for  indepenjcntly  veT:tv:n;  rtudent  -^stT,  v/'.iiCT  ;-  i 
mr.rtc:  for  OSFA  ad-nlnistrators.   Ho\»'eve-,  EAES  cin  ar:s-.n;  To  cpilf-ct 
tSe  jr.ior.-nation  cite;  re^^.rcin';  teaci<?'^:   n^—.-'S,  acQ'esses.  ti»!cp';'^o:v; 
numbers,  hours  per  wr-e-:  teaching,  ani  rjbject  •niTxer  t^.'j^ht. 

i;.   frir.  rnitter  of  State  sip-'-vr.!  to  oocrate  =.  postse':onta-v  e'lucat'nn.-il  'ntti- 
tL-.Jon  n.-v5  peen  lettieo  r.'itn  respect  tc  rhe  r.aooinical  !;choo!s  m  ^!e-."  '.'nri^ 
St.ite.    Reference  :s  oacic  to  t'.e  attached  copy  of  a  iot-e-  on  :■•.:<  Kuhicrt 
o?ted  3an-,;arv  J,  IT.*";,  from  loan  Bernstein  in  the  -.2"'  Office  o'  Genera! 
Counsel.   EAES  is  --UJiP^  tc  request  tnat  each  r^spbtnici!  schop;  dr.imin- 
ere-nption  fro-n  'Jev  Vcrr<  State  H^^ucition  Deoir:— ent  req-jire-^-nvt  prp- 
vioe  us  witn  conies  of  r>eir  aumoriratjon  by  tie  State  of  Sen-  '^'orl;. 

5.   EAES  nas  requested  additioreJ  bicr-natior,  IroT.  tJie  accredited,  '•eceivin? 
.'Clinols  v/,h:ch  accept  fan.sfer  stjients  from  RabpiniciJ  anrf  otie-  ijnscc — o- 
Ited  institutions.    In  ti>e  case  cf  tne  Teneoa-jm-representcrl  instit'Jt.'oni.  in 
the  past  we  have  zs'r.ft  Ic  rrjoent  na-ne  arsr!  date  enrolled,   ^-'e  can  a]?c  'c- 
cuest  the  studnnt's  s.->clal  secjriry  number,  date  of  birih,  n-jrnbe-  o:  cre-it? 
anr!  suh;":cts  accepted,  nir-'~er  of  cre-.'its  ■'o-  —hie!'  enrolled,  enroll-nent 
period,  anr  itate-:ent  o<  ari^fe^lc  prof.ress. 


1    officr 

Sofc-AM£ 

D*.n     *    orFiji 

SURNAME 
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EJT.e-.dcrl 


A.    EAUS   hi5  alr-adv  talfen  ST»p«  to  as^jre  tSst  al!  n'ocuTicnrs 
r-ctive"  from  P.ih'ji  ■^ene^i^u-n,  en^  oth-rs  in  simU-r  circjm- 

s;an::s,  are  ciiiid  as  to  how  tney  are  rscsivrH ov  nail  or  bv 

hand  diliviry.   In  addiiion,  we  are  no-.v  csTc  sTa-ipin-  applica- 
t'ons  and  otlier  dc>c-jm?nt5  rrcrive-t  on  ea-n  p:".-.,  in  th»  uo'ser 
rig:it  han-j  come'.  Oral  sTa:c-ncr!ts  .-na-i;  by  thi  Rabb!  or  his 
school's  ripressntaiWes  a-'e  n'^t^d  in  tne  rs$p«ctive  ^cnool  fil-s. 


^':  believe  tnat  ?a«rt  sirps  alreadv  lilien  ov  l^PS.  conb-nc"!  -.v'tH  acr"- 
tionn;  nev.-  stops  taken  in  co-rrilianc;  v;:  ,  „;.j-  r-q'i»3t,".-il)  -n--:  "?■- 
requircnents.  -    -     - 

Pjrs-Jin-  to  our  earlier  disrussions  on  this  sub-^ct,  EA^*;  w^uic  appre-i-f 
i:  ::  the  l-isTfctor  Cene-aJ  vo'jl-'  --viov.-  rbij  entir?  m£t:?-  -"'n  =.33-0?-.'- 
Rustic-  Depanm-jnt  oificials.   As  a  martei  o;  record,  it  >"o.j1o  ■>-  h-lDTui  i'' 
wj  coul:;  r'ice^ve  from  the  Justice  "^eparf-ient  ?.  statement  rcfie't;'-.-  --,- 
non-discrj-iinatory  nature  of  F.AES  adr-inistration  0^  the  31"  D'ocedjrc.  ', 
F-jrthe-,  it  would  be  useful  ii  the  st?t»nen:  co'jjd  confirm  th't  ^'Afs  s"''' 
»iu!d  DC  o^ntectpd  in  court,  lecaJlv  and  otherv/jse,  in  the  event  o"'  =>  la-  -Vj".- 
by  naobi   .enenbsjm  or  the  scbcois  h-  reoresents  re<^srd'n=  an-  Ml-'-t-o-  rv' 
specMl,  unfair  treat-n«-n:  cf  his  ins-irjtions. 


Attachments 

cc:   CEU 
EAES 
•  READING 

LROSS?djm 


ii(,'f(,'^oi3   L^-s'^^) 
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8t«pb«n  D.  AltBL&n,  Civil  Oiviaion 
P.  O.  Box  261,  Ban  FraJilclin  Station 
Mashington,  D.C.   20044 
Ext.  (202)  724-6780 


February  2,  1984 


Rabbi  Abraham  Tenenbaua 
325  Grandvievr  Avenue 
Monaey,  New  Tor)c   10952 


Ret   United  States  v.  Be'er  Shnuel,  et  al. 
Dear  Rabbi  Tenenbauat 

In  your  capacity  as  a  student  financial  aid  consultant  to 
the  Be'er  Shmiel  Talarudical  Acadeay  ("Be'er  Shauel")  you  an^l/or 
your  coxxsulting  firm,  'Rabbi  Abraham  Tenenbaua  and  Associates," 
■ubsiitted  documents  to  the  Departsent  of  Bducation  to  obtain 
ftinda  for  Be'er  Shauel.   These  docusients  stated  that  certain 
students  vers  in  fact  attending  Be'er  Shnuel  and/or  eligible  to 
piirticipate  in  the  Basic  Educational  Opportunity  Grant  ("BEOG"), 
Suppleaental  Educational  Opportunity  Grant  ("SEOG")  and/or 
College  Work  Study  ("CWS")  programs  when,  in  fact,  these  students 
were  fictitious  or  ineligible.   In  addition,  you  subeiitted 
documents  which  falsely  stated  the  names,  identities,  addresses, 
and/or  Social  Security  numbers  of  students  and  the  amount  of 
Be'er  Shmuel's  expenditures  on  student  financial  aid. 

The  above  actions  give  rise  to  liability  under  the  False 
Claims  Act,  31  D.E.C.  SS  3729-3731,  as  well  as  other  causes  of 
action.   Accordingly,  daaand  is  hereby  made  ai>on  you  for 
$1,870,280.00  in  double  damages,  and  forfeitures.   We  will  file 
suit  in  30  days  if  you  do  not  contact  us  and  advise  us  of  your 
willingoess  to  settle  this  lndebte<lness.   If  yon  would  like  to 
discuss  the  above  allegations,  please  contact  me  at  (202) 
724-6780,  within  that  tine. 

Sincerely, 


STEPHEN  D.  ALTMAH 

Assistant  Director 

Cooraercial  Litigation  Branch 

Civil  Division 
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JuUsA  Tapper,  Saq. 
Aaiiatant  Chl«f ,  Civil  Wv. 
U.  S.  Attoni«y'«  Offlc« 
Eaitem  Dlitrlct  of  Hew  York 
223  CadBan  Plara  Eaat 
Broc'.'-lom,  Hrw  York  11201 


Unclosed  la  copy  of  deaacd  letter 
Mailed  to  Rabbi  Abrahaa  Tenenbaua  on 
Feb.  2,  198^. 

He:  D.J.  it6-lS-lTl^         \ 


Stephen  Altaan  11^,  Todd 

724-6780 
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TUESDAY,  MARCH  27,  1984         ^/  202-633-4389 

The  Department  of  Jug..t3x%  today  filed  a  civil  suit  against 
Kabbi  Moshe  Horowitz ,/ Be' er  Shmuel  Talmudical  Academy,  Congregation 
ar.d  Yeshiva  B'er  SchLu^irinc. ,  and  Yeshiva  Amod  Hatorah,  Inc., 
.Ill  of  New  York  City,  seeking  to  recover  more  than  SI  million 
of  Department  of  Education  funds  that  Horowitz  and  the  Academy  are 
alleged  to  have  received  improperly. 

Tho  complaint,  filed  in  U.S.  District  Court  in  Brooklyn, 
.•.He:3es  that  Horowitz  made  falsify  statements  to  obtain  Basic 
Loiucatior.il  Opportunity  Grant,  Supplemental  Educational 
Opportunity  Grant,  and  College  Work  Study  funds  from  1976  through 
February  1980. 

Be'er  Shmuel  Academy  falsely  stated  that  it  was  a 
podt-secondary  educational  institution  and  that  its  students 
received  credit  at  other  accredited  colleges,  according  to  the 
ccmplaint.   Also,  grant  money  was  received  for  nonexistent  or 
ineligible  students,  the  complaint  alleged. 

Horowitz  is  under  criminal  indictment  over  the  matter  and  is 
currently  a  fugiti-e. 

Congregatioi;  ':'d  Yeshiva  B'er  Schmuel,  Inc.,  and  Yeshiva  Amod 
'■fjih.  Inc.,  a-ti  Ijf-lieved  to  be  sham  corporations  to  which 
r^  o.'itz  depositeti  the  proceeds  of  the  illegally  obtained  funds, 
dccer-axtir^  ta  tha  civil  complaint. 


(MORE) 
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The  False  Claims  Act,  and  its  statute  of  limitations,  permits 
the  government  to  seek  recovery  of  double  the  more  than  $600,000 
of  funds  granted  from  1978  to  1980.   The  government  also  seeks 
return  of  grant  money  due  to  breach  of  contract  from  1976  to  1980. 
The  total  sought  by  the  suit  is  $1,6  million,  including  damages. 

I  *  «  « 
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Departaeot  of  Education 

Orrice  of  Student  Financial  Assistance 


Represented  Bjr: 


Stephen  Kraut 
Ronald  Lipton 
P.O.  Box  23800 
L'Enfant  Plaza  Station 
Hashing ton,  DC  20024 


Balis  laakov  of  BrooklTii  Sflnnry 
■fe'er  ShBuel  Talajdic  Acadear 
war  Tlsroel  Rabbliical  College 
IMiblncal  College  of  Sans 
Dliited  Taloudic  Aeadeay 
Ibshiva  Beth  Shearla  Histme 

Balacboth  CedaLoth  Institote 
Rabbinical  Semloary  of  lew  Square 
Tksher  Teshlva 


Represented  By: 


vJJharles  E.  Claymm 
"tOurson,  Klaelman  & 
■  '^C^ynan 

365  Madison  Avenje 
-  Rew  lork,  New  Yo.-k 
10017 


Submitted  by: 


Ronald  D.  Lipton 
P.O.  Box  23800 
L'Enfant  Plaza  Station 
Washington,  DC  2  0021 

Stephen  Kraut    \::> 
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Ovpartaeat  of  Education  ) 

OfflM  of  Stadwt  Pinandal  Aasistano«    ) 

"/  ■ 


Bepresented  By:   Stephen  Kraut 
Ronald  Llpton 
P.O.  Box  23800 
L* Enfant  Plaza  Station 
Washington ,  DC  20024 


/ 


Bals  TaaUoT  of  Brooklyn  Seainair 
Be'er  Skimel  Talmudic  Aeadeay 
Ohr  Tlxroel  Rabbinical  College 
HabbincKl  College  of  Sanz 
United  lalnudic  Academy 
Teahiva  Beth  Shear.'jn  Misbne 

Bala9hoth  Gedolnth  Institute 
Rabblznlcal  Seminar:-  of  lew  Square 
Taaher  leahlva 

Bepresented  By:  Char  lea  E.  Claynaii 
Dawson,  Kloelfflan  n 
Clayman 

305  Madlaon  Avenu} 
New  York,  New  Xor.c 
10017 

The  Depai'taent  of  Education  (formerly  the  Office  of  Education,  Depart- 
ment oC  Health,  Educatloo  and  Welfare)  inltlatec!  termination  actions 
(under  15  CFR  168,  Subpart  H)  against  the  8  captioned  institutions  on  February 
27,  1S80.  If  the  xnstltutioo*  are  tenainated,  they  would  be  Ineligible 
to  participate  in  Title  IT,  Biglier  Education  Act  (HEA)  student  assistance 
progrsBS  for  a  miniiiua  of  IB  ■oaths  f roai  the  effective  date  of  their 
termioBtlon  (15  CFH  168.82).  After  18  nonths  have  lapsed,  the  institutions 
■ay  reapply  tquthe  Secretarr  of  Education  to  participate  in  those  programs. 

l.A   beh  of  the  eight  eaptlaaed  institutions  has  refused  to  provide 

representatives  of  tbe  Coaaissioner  of  Edi'cation  and  the  Secretary 
of  Health,  Educatloo,  and  Welfare  with  access  to  program  and 
fflscal  records  the  Institutions  allegedly  naintained  under  the 
ksic  Educational  Opportunity  Grant  CBEOG', ,  Supplemental  Educational 
■tiportunity  Grant  (SBOG),  College  Work-Study  (CWS)  and  National 
Uk-ect  Student  Loan  (SDSL)  programs.  Bach  of  the  captioned  schools 
refused  to  allow  the  Departaent  of  Health,  Education  and  Welfare 
auditors  to  audit  its  records,  each  has  refused  to  provide  records 
and  documents,  and  each  has  refused  to  allow  its  students  to  be 
latierviewed. 

B.  Testimony  of  Witnesses  and  Introduction  of  Exhibits  (see  attached 

C.  Section  131(a)  of  the  General  Education  Provisions  Act,  as  well 

as  aection  171.19  of  the  NDSL  program  regulations,  15  CFR  171.19,_ 
sedtton  175.19  of  the  CWS  program  regulations,  15  CFR  175.19, 
seetaien  176.19  of  the  Supplemental  Educational  Opportunity  Grant 

progrw  regulations,  15  CFR  176.19,  and  sections  190.82  and  190.85  of 

the  BBS)C  program  regulations,  15  CFR  190.82  and  190.85,  require  that 
»n  Institution  participating  in  that  program  keep  program  and  fiscal 
records  which  reflect  the  receipt  and  disbursement  of  federal  funds. 
Those  sections  also  require  that  the  Institution  give  the  Secretary  of 
HEW  or  the  Comptroller  General  of  the  United  States,  or  their  duly 
authorized  representatives,  access  to  such  program  and  fiscal  records. 
Further,  section  168.12  of  the  General  Provisions  Regulations  Relating 
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to  Stadeot  Financial  Assistance  Prograas,  *5  CFR  168.12,  requires 
that  institutions  provide  the  Assistant  Inspector-General  for 
It  (fofaarly  the  Director  of  the  HEW  Audit  Agency),  or  the 
Lsaleaa^,  with  access  to  the  records  of  the  Individual  or 
nn  conducting  required  program  audits.  See  also  45  CFR  190.83 
«ff  the  BBOC  prograB  regulations.  The  Inspector  General  is  a  duly 
(■itborized  repreaeatative  of  the  Secretary  for  the  purpose  of 
groTiding  acceai  to  records  under  the  above  regulations. 

2.1   Each  of  the  ak»ve  eight  institutions  failed  to  coiBply  with  a 
subpoena  duces  ttacua  issued  by  the  Inspector-General  of  the 
Department  oT  HiAlth,  Education  and  Welfare  on  October  18,  1979. 

&  Testiaony  of  ffitnesses  and  Introduction  of  Exhibits  (see  attached 
pages). 

C.  12  use  3525  authorizes  the  HEM  Inspector  General  to  require  by 
subpoena,  the  production  of  all  Information,  documents,  reports, 
answers,  resords,  accounts,  papers,  and  other  data  and  documen- 
tary evideose  necessary  in  the  performance  of  the  functions  as- 
signed by  ttfiis  subchapter. 

J^A      Four  of  tfte  captioned  institutions,  Be'er  Shmuel  Taloudic  Academy, 
Ohr  lisroci  Rnbbinieal  College,  Bals  7aakov  of  Brooklyn  Seminary, 
and  Teshiva  B>!th  Shearim  Mishne  Halachoth  Cedoloth  Institute, 
failed  to  subiiit  audits  covering  its  participation  in  the  NDSL, 
CWS,  and  SEOG  program  for  the  period  covering  July  1,  1976  through 
-June  30,  1978.  Audits  for  this  period  were  to  be  submitted  by 
December  Jl,  1978. 

B.  Testloioi^  of  Witnesses  and  Introduction  of  Exhibits  (see  attached 
pages). 

C.  Section  nH.19  of  the  NDSL  program  regulations,  15  CFR  171.19, 
section  175.19  of  the  CWS  regulations,  15  CFR  175.19,  and  section 
176.19  cC  the  SEOG  program  regulations,  15  CFR  176.19,  each  require 
that  the  institution  audit,  or  have  audited  at  its  direction, 

all  of  thes institution's  transactions  in  that  program.  The  audit 
must  detemine,  at  a  minimum,  the  fiscal  integrity  of  financial 
transactlans  and  reports  and  whether  such  transactions  are  in 
ooopliance!  with  applicable  laws  and  regulations.  Furthermore, 
the  audXtl^mist  be  performed  in  accordance  with  the  DHEW  "Audit 
Guide"  Huiljf  1978)  for  student  financial  aid  programs.  The  regu- 
lations alilD^specify  that  such  audits  shall  be  carried  out  at 
least  once  every  two  years. 

We  estimated  length  of  the  Department  of  Education's  presentation,  de- 
pending on  acc^ttan:e  of  proposed  stipulations  b>  the  respondents' 
onnsel  and  ezamdination  of  the  Departaent ' s  witnesses  by  respondents' 
ccnnsel,  is  on»  or  two  days.  The  Departaent  does  not  anticipate  the 
bearing  to  take  nisre  than  one  week. 
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Julian  Tcpp«r,  X«q. 
Asilftant  Chltf ,  Civil  Dlv. 
U.  S.  Attornty'i  Off let 
Eastsm  District  of  Hen  York 
223  CadBBaa  Plasa  East 
Broc^Oyn^  Mm  York  11201 


Encloted  Is  copy  of  deaand  letter 
Mailed  to  Rabbi  Abrahaa  TenenbauB  on 
Feb.  2,   1984. 

Re:  D.J. 


Stephen  Altman  1148,  Todd 

724-6780 
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Stapbttn  D.  AltiMn,  Civil  Division 
P.  0.  Box  261,  Ban  Franklin  Station 

RSAtma  Mashington,  D.C.   20044 

46-i*-r7t«  Ext.  (202)  724-6780 


February  2,  1984 


il(,'fC,'^0l3    C'T-y-^i/) 


lUibbi  Abraham  Tenenbauo 
325  Grandview  Avenue 
Monsey,  New  Tork   10952 

Re  I   United  States  v.  Be'er  Shauel,  et  al. 

Dear  Kabbi  Tcnenbauat 

Zn  your  capacity  as  a  atudant  financial  aid  conaaltant  to 
the  Be'er  Shanael  TalBudical  Acadeay  ("Be'er  Shauel*)  you  and/or 
your  conaulting  firm,  "Rabbi  Abraham  Tenenbaua  and  Asaociatea," 
■ubaittAd  docuBenta  to  the  Departaent  of  Education  to  obtain 
fund*  for  Be'er  Shauel.   Theae  documents  stated  that  certain 
students  were  in  fact  attending  Be'er  Shmuel  and/or  eligible  to 
participate  in  the  Basic  Educational  Opportunity  Grant  ("BBOG"), 
Supplemental  Educational  Opportiuity  Grant  ("SBOG")  and/or 
College  Wor)c  Study  ("CWS")  programs  when,  in  fact,  theae  students 
were  fictitious  or  ineligible.   Zn  addition,  you  subsU.tted 
documents  which  falsely  stated  the  names,  identities,  addresses, 
and /or  Social  Security  numbers  of  students  and  the  amount  of 
Be'er  Shmuel 's  expenditures  on  student  financial  aid. 

The  above  actions  give  rise  to  liability  under  the  False 
Claims  Act,  31  O.S.C.  fS  3729-3731,  as  well  as  other  causes  of 
action.   Accordingly,  desMnd  is  hereby  made  upon  you  for 
$1,870,210.00  in  double  damages,  and  forfeitures.   We  will  file 
suit  in  30  days  if  you  do  not  contact  us  and  advise  us  of  your 
willingness  to  settle  this  indebtedness.   Zf  yon  would  like  to 
discuss  the  above  allegations,  please  contact  me  at  (202) 
724-6780,  within  that  time. 

Sincerely, 


STEPHEN  D.  ALTHAH 
Assistant  Director 
Commercial  Litigation  Branch 
Civil  Division 
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Memorandum 


'» 


RHC: rme 
46-16-]716 


TpI:        7;>4-7457 


Subjeci 


United   States    v.    Be 'er   Shmuel 


Dale 


Feb.     10,     1986 


To  Krom 

Harol.rt  McCullouoh  Ronald  H.  Clark 

DCPR,  U.S.  Dept.  of  Education       U.S.  Dept.  of  Justice 
400  Maryland  Avp.,  S.W.  Civil  Divison 

Room  4  6  29  ^^^^t^romnercial  Litioation 

Rfioion?^  Offico  Rido.  3     v^^      Branch 

Washjnoton,  D.C.   20201  Todd  Buildinn,  Pp.  1150 

Washinaton,  D.C. 


Enclosed  herewith  is  copy  of  procQedinq  before  the  Honorabl'^ 
Euaeno  Nickerson  on  December  27,  1985  on  subject  case. 


cc  w/atch. 

Steve  Altnan 
Assistant  Director 
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II  UNITED  STATES  DISTRICT  COURT 

I 

2  EASTERN  DISTRICT  OF  NEW  YORK 

3 

4  UNITED  STATES  OF  AMERICA, 
5 

6  -against-  83  C  172 

7  MOISHE  HOROWITZ, 

8  Defendant. 


BEFORE: 

HONORABLE  EUGENE  NICKERSON,  U.S. D.J. 


9 

10  United  States  Coi:rt  he  us. 

Brooklyn,  New  York 

11 

December  27,  1985 
12  9:30a.m. 

13 

14 

lej 

17 

18 

HOLLY  DRISCOLL 
19  OFFICIAL  COURT  REPORTER 

20 

21 

22  EASTERN  DISTRICT  COURT  REPORTERS 

UNITED  STATES  DISTRICT  COURT 

23  225  Cadman  Plaza  East 
Brooklyn,  New  York   11201 

24  (718)  330-7687 

25 
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I 

1|         APPEARANCES: 

I 

3 

NARK     D.     RASCB,     ESQ. 

4  TRIAL  ATTORNEY  -  DEPT.  OF  JUSTICE 
CRIMINAL  DIVISION,  FRAOD  SECTION 

5  315  9th  Street  NW 
Washington,  D.C. 

«  i 

7  RONALD  H.  CLARK,  ESQ.  \ 
TRIAL  ATTORNEY  -  DEPT.  OF  JUSTICE  \ 

8  CIVIL  DIVISION,  COMMERCIAL  LITIGATION  BRANCH    : 
P.O.  Box  261 

9  Ben  Franlclin  Station 
Washington,  D.C.  20044 

10 

^^  i 

12  LAURENCE  URGENSON,  ESQ. 

Attorney  for  the  Defendant 
13 

14 

I 
161 

''  i 

18  i 

19  ; 

i 

20  i 

I 

21  I 
22 
23 
24 
25 
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THE  CLERK:   For  sentence,  Moishe 
Horowitz.   Please  come  forward. 

MR.  URGENSON:   Good  morning.  Your  Honor. 

THE  COORT:   Good  morning. 

MR.  RASCH:   Good  morning.  Judge. 

THE  COORT:   Good  morning. 

THE  DEFENDANT:   Good  morning. 

THE  COURT:   All  right. 

You  have  seen  the  revised  presentence 
report  ? 

MR.  URGENSON:   I  have.  Your  Honor. 

THE  COORT:   You  have  been  over  it? 

MR.  URGENSON:   Yes,  we  have. 

THE  COURT:   Do  you  find  anything  now 
inaccurate  in  i t . 

MR.  URGENSON:   Mo,  the  fsctuai  statement 
is  as  we  agreed  to. 

THE  COURT:   Is  the  defendant  ready  for 
sentence? 

MR.  URGENSON:   He  is.  Your  Honor. 

THE  COURT:   Would  you  like  to  be  heard? 

MR.  URGENSON:   Yes,  Your  Honor. 

THE  COURT:   Okay.   I  should  say 
preliminarily  I  read  your  memorandum  and  I  read  the 
letters . 
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MR.  URGENSON:   Thank  you.  Your  Honor. 

Your  Honor,  I  think  that  this  sentencing 
is  unusual  in  a  number  of  respects  and  one  of  them  is 
the  fact  that  we  do  have  a  stipulated  presentence 
report  in  which  we  presented  to  the  Government  well 
in  advance  of  sentencing  what  we  regarded  to  be  a 
complete  statement  of  the  facts  because  I  wanted  my 
remarks  today  before  the  Court  not  merely  to  be  the 
exhortation  of  a  defense  lawyers  on  behalf  of  of  his 
client,  but  I  wanted  it  to  represent  a  factual 
statement  which  had  been  presented  to  the  Government, 
which  they  had  passed  upon  and  that  they  agreed  was 
accurate. 

And  I  think  that  fairly  viewed,  the 
statement  not  only  establishes  that  Rabbi  Horowitz  is 
a  person  who  has  never  before  committed  any  kind  of 
criminal  act  but  also  has  led  a  exemplary  life,  that 
he  was  someone  who  ran  a  school,  whose  life  was 
devoted  to  the  education  of  underprivileged  students 
in  his  area. 

And  I  think  that  is  supported  by  the 
letters  and  individuals  in  his  community  who  now  in 
many  instances  are  adults  and  attribute  their  success 
and  position  in  life  to  the  warmth  and  generousity  of 
Rabbi  Horowitz   in  affording  them  education  which 
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1  they  could  not  obtain  otherwise. 

2  I  think  it  is  necessary  to  present  those 

3  facts  to  the  Court  in  order  to  make  sense  out  of  what! 

I 

4  is  a  basic  anomaly  in  the  case  and  that  is  how  a  man 

5  of  Rabbi  Horowitz'  distinction  and  devotion  to 

6  community  service  and  high  ethical  and  religious      i 

7  standing  could  find  himself  in  the  position  that  he 

I 

8  is  in  today  standing  before  the  Court  to  be  sentencedl 

9  on  serious  criminal  charges.  -' 

i 

10  I  think  the  explanation  lies  in  those    : 

11  letters  and  the  fact  that  he  was  confronted  with  a 

I 

12  Situation  in  which  he  had  to  make  the  difficult 

13  choice  of  closing  his  school  and  depriving  his 

14  community  and  those  students  of  an  opportunity  for 

15  education  and  getting  involved  in  the  scheme  to  the 
161  extent  that  he  did. 

17  I  think  it  is  important  to  note  that     i 

18  prior  to  the  events  which  led  to  the  indictment  the 

19  school  was  eligible  to  receive  the  aid  which  it 

20  received  and  was  receiving  on  a  legal  and  proper 

21  basis  and  then  it  was  confronted  with  a  situation  in  ! 

I 

22  which  that  aid  would  be  deprived  and  without  the 

23  benefit  of  it,  the  schpoi_w-oold  have  to  beclasedj 

24  I  think  that  those  facts  and  in  addition 

25  to  that,  the  fact  that  Rabbi  Horowitz  is  arranging  to 
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make  full  restitution  most  respectfully,  take  the 
case  out  of  the  category  where  it  is  necessary  to 
impose  a  prison  sentence  and  I  think  the  Government 

4  understood  that  in  offering  to  Rabbi  Horowitz  at  one 

5  point  that  he  enter  into  a  plea  agreement  which  would 

6  include  a  recommendation  of  probation  and 

7  restitution. 

8  He  cooperated  and  I  would  emphasize  that 

9  fact  which  I  think  is  omitted  in  the  presentence 

10  report  and  that  is  the  nature  and  the  extent  of  Rabbi 

11  Horowitz'  willingness  and  desire  to  make  full 

12  restitution. 

I 

13  We  had  several  meetings  with  the  Civil 

14  Division  and  Department  of  Justice.   Mr.  Clark  who  ,- 

15  representing  the  Civil  Division  is  here  at  the 

I 

16|  sentencing  proceeding,  in  which  we  asked  as  to  what 

17  was  the  the  amount  that  the  Government  would  seek  as 

18  full  restitution  recognizing  that  a  substantial 

19  portion  of  the  funds  that  are  referred  to  in  the 

20  indictment  never  went  to  Rabbi  Horowitz  and  his 

21  schools  and  also  representing  that  there  are 

22  significant  aspects  of  penalty  and  interest  which  are 

23  due  to  the  Government. 

24  After  discussions  with  Mr.  Clark  we 

25  entered  into  an  agreement  in  which  the  Government 
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11  proposed  that  if  four  hundred  sixty  thousand  dollars 

2  were  to  be  paid  and  raised  by  the  community  over  a 

3  period  of  time.  Rabbi  Horowitz  would  be  entitled  to  a 

4  full  release  of  all  the  claims  against  him  and  that 

5  they  would  square  the  books  as  far  as  the  Government 

6  was  concerned. 

7  And  we  have  entered  into  that  agreement 

8  and  it  calls  for  payments  over  a  period  of  six  years 

9  and  payment  of  $50,000  has  already  been  made  in  Rabbi 

10  Horowitz'  behalf  towards  that  restitution. 

11  So,  I  would  say  that  it  is  a  case  in 

12  which  we  have  an  unusual  defendant,  a  defendant  who 

13  has  had  a  exemplary  life,  an  instance  in  which  his 

14  wrongful  acts,  which  are  unmistakably  wrong,  were 

15  influenced  and  caused  by  an  understanding  motive  and 

16  which,  he  stands  before  the  Court  willing  to  make  full 

17  restitution  to  the  Government  and  for  that  reason  I 

18  would  ask  that  a  probationary  sentence  be  imposed. 

19  THE  COURT:  Did  the  Government  want  co  say 

20  anything? 

21  MR.  RASCH:   No,  Your  Honor.   I  think 

22  Mr.  Urgenson  has  fairly  and  accurately  stated  what 

23  the  discussions  with  the  Government  have  been  and  the 

24  Government's  knowledge  of  the  facts  in  this  case. 

25  THE  COURT:   All  right. 
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Rabbi  Horowitz,  I  read  your  thing  which 
was  attached  here.   Would  you  like  to  say  anything 
else  in  your  own  behalf?   I  would  be  glad  to  hear 
from  you . 

THE  DEFENDANT:   Your  Honor,  the  Bible  and 
Talmud  say  that  a  judge  is  a  representative  of 
Almighty  God  on  this  earth  and  everyday  we  turn  three 
times  to  Almighty  God  and  we  admit  we  sinned  and  we 
pray  for  his  forgiveness. 

In  the  same  spirit  I  turn  to  Your  Honor 
today.   I  know  that  I  have  sinned  and  done  wrong  to 
the  United  States  of  America,  wonderful  country  which 
gave  us  refuge  when  we  were  persecuted  and  wandering 
from  country  to  country  and  we  came  here  and  here  wc 
started  a  new  life. 

And  although  ny  purposes  were  for  the 

good,  I  realize  that  this  does  not  excuse  it  and  does 

I 

not  justify  it  and  I  was  very  foolish  and  I  am  very   ! 

sorry  and  remorseful  about  it.   I  would  wish  to 

devote  my  time  and  strength  and  energy  to  raising  the ^ 

I 
funds  to  make  restitution,  to  right  the  wrong  that  I  I 

have  done  . 

My  wife  and  children  have  suffered        I 

grievously  during  these  past  years  of  nightmare  and  I 

would  like  to  make  life  for  them  bearable  again.      ! 
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1|  In  conclusion,  I  would  like  to  say  if 

i 

2  Your  Honor  would  would  ever  have  the  opportunity  to 

3  observe  my  relationship  to  our  students.  Your  Honor 

4  would  see  that  this  is  a  relationship  like  a  father 

5  to  his  children  and,  therefore,  the  thought  of  having 

6  to  close  the  school  and  putting  them  out  in  the 

7  street  and  failing  them  and  possibly  ruining  their 

8  chances  for  the  future  was  unbearable  to  me  and  that 

9  is  what  led  me  astray  into  this  foolishness  which  is 

10  not  at  all  according  to  my  nature. 

11  And,  therefore,  I  would  like  to  have  the 

121  chance  to  continue  my  work  for  the  benefit  of  the 
i 

13  community  and  for  the  benefit  of  our  students  and  to 

14  make  restitution  and  right  the  wrong  that  I  have 

15  done. 

16i  THE  COURT:   Is  there  anything  in  the 

17  Talmud  that  says  the  ends  don't  justify  the  means? 

18  Where  would  I  find  that? 

19  THE  DEFENDANT:   Well,  I  don't  know  if 

20  there  is  an  exact  quotation  like  this  but  this  is  the 

21  truth  and  this  is  the  --  it  is  the  spirit  of  the 

22  whole  Talmud,  that  whatever  you  do  last  has  to  be 

23  right  and  even  if  your  purposes  are  the  best  and  the 

24  highest,  you  must  not  transgress  the  law. 

25  THE  COURT:  Who  was  it  that  was  asked  to 


431 


1! 
21 

3 
4 
5 

6 

7 

8 

9 
10 
11 

13] 

I 
141 

is; 

17; 

i 

181 

I 

igi 

I 
I 

201 

211 

22| 

I 
23 

24 

25 


tell  the  law  standing  on  one  leg? 

THE  DEFENDANT:    It  was  Hillel. 

THE  COURT:  What  was  his  response? 

THE  DEFENDANT:   He  said  love  thy  neighbor 
like  thyself.   That  is  the  whole  basis  of  the  law. 
Everything  else  are  only  details. 

THE  COURT:   Okay.   I  am  going  to  suspend 
the  imposition  sentence  and  put  you  on  probation  for 
a  period  of  five  years.   A  special  condition  of 
probation  is  to  make  restitution  as  provided  in  the 
agreement  with  the  Government. 

Are  there  any  open  counts. 

MR.  RASCH:   Yes,  Your  Honor,  there  are. 
Counts  one  through  forty  remain  open.   Part  of  the 
Ji^reement  was  that  the  Government  would  move  to 
dis.iiiss  those  counts. 

THE  COURT:   That  inocion  is  granted. 

MR.  URGENSON:   Thank  you. 

THE  CLERK:   The  se'itence  was  on  Counts  41 
and  42  and  the  probation  is  concurrent? 

THE  COURT:   Concurrent,  yes.   All  right. 

MR.  URGENSON:   Thank  you. 

THE  COURT:   Thank  you.   I  must  impose  a 
$50  assessment. 

MR.  URGENSON:   I  understand.  Your  Honor. 
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THE  COORT:   That  is  not  discretionary. 

THE  DEFENDANT:   Thank  you. 

THE  COURT:   You  must  never  thank  a  judge. 
He  only  does  his  duty. 

MR.  ORGENSON:   Have  a  good  day. 
Your  Honor. 


(End  of  Proceedings.) 


*  «  *  *  * 
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U  S  DEPARTMENT  OF  EDUCATION 

MEMORANDUM 


6  MAY  1981 


TO    :  Distribution 

Ronald  D.  Lipton 


FROM 


■  Chief,  Participation  Control  Branch 


-^,p^;>^^.  A^.:^^ 


SUBJECT: 


Termination  of  the  following  schools  from  all  Title  IV, 
HEA  programs: 


Be'er  Shmuel  Talmud ical  Academy 
1363  50th  St. 
Brooklyn,  NY  11219 
1116002733A1 

OHR  Yisroel  Rabbinical  College 
60-20  Thornton  Place 
Forest  Hills,  NY  11371 
11121'47'49A1 

Rabbinical  College  of  Sanz 
1420  50th  St. 
Brooklyn,  NY  11219 
1111977906A1 


Yeshiva  Beth  Shearim- 

Mishne  Halachoth  Gedoloth  Inst. 

5306  16th  Avenue 

Brooklyn,  NY  11204 

1112201865A1 

Bais  Yaakov  Seminary  of  Brooklyn 
1362  49th  St. 
Brooklyn,  NY  11219 
111223806A1 

Rabbinical  College  of  Tash 
144  Wilson  St. 
Brooklyn,  NY  11211 
1112431416A1 


This  is  to  inform  you  that  the  subject  schools  have  been  tenninated 
from  eligibility  to  psarticipate  in  all  Title  IV,  HEA  programs  (BEOG, 
SEOG,  CWS,  NDSL,  and  GSL).  The  tenninations  are  effective  retroactively 
to  March  24,  198O. 

The  effect  of  the  terminations  is  stated  in  45  CFR  168.80.  It  ends 
the  schools'  eligibility  to  participate  in  the  Title  IV  programs,  pro- 
hibits the  schools  or  the  Department  of  Education  from  making  or  in- 
creasing financial  aid  awards,  prohibits  the  schools  from  making  any 
other  new  obligations  against  funds  for  the  Title  IV  programs,  and 
prohibits  further  commitments  of  Federal  insurance  by  the  Department 
of  Education  under  the  Guaranteed  Student  Loan  Program  for  loans  to 
students  to  attend  the  schools. 

This  has  been  provided  to  you  for  your  information  so  that  you  may  take 
any  steps  necessary  to  carry  out  the  termination,  including  applicable 
closed  school  procedures.   Please  notify  anyone  not  on  the  distribution 
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list  that  you  feel  should  be  notified.  If  you  have  any  questions  or 
need  additional  information,  please  call  me  or  Hovrard  Fenton  at  (202) 
214  5-9880. 


Distribution 

Edward  Melady,  Acting  Assistant  Secretary  for 

Postsecondary  Education  (Designee) 
James  Moore,  Acting  Deputy  Assistant  Secretary  for 

Student  Financial  Assistance 
Richard  A.  Hastings,  Acting  Director,  DCPR 
Carol  Forsythe,  Chief,  PRB,  DCPR 
William  Hassler,  Chief,  ARB,  DCPR 
Jeff  Raffensperger,  Chief,  ILCB,  DCPR 
Arthur  Sinai,  Acting  Assistant  Inspector  General 

for  Investigations 
Harold  Wienberg,  Director,  DPO 
Maurice  Tansey,  Acting  Deputy  Director,  DPO 
Gray  Crayton,  Chief,  Basic  Grants  Branch,  DPO 
Robert  Coates,  Chief,  Campus  Based  Branch,  DPO 
David  Kerr,  Director,  DSDD 
Pat  Hopson,  Director,  DTD 
Stephen  Kraut,  OGC 
Richard  Sonnergren,  Acting  Deputy  Assistant  Secretary 

for  Higher  and  Continuing  Education 
Richard  Rowe,  Director,  DEAE 

William  Ward,  Director,  Division  of  Financial  Managonent 
William  D.  Yancey,  Acting  Chief,  FAFB,  thru 

William  Ward,  Director,  Division  of  Financial  Management 
Josue  Diaz,  Regional  Administrator,  Region  II 
Thomas  Zaccone,  Assisant  Regional  Administrator,  Region  II 
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DXPAimiElfr  OF  EDUCATION 


TO 


FRCM 


Spadal  lb9ant 

ntaaaB   J.  Pe«tX« 

Division  of  Certification  t   Prograa  Hevl< 


AUG  2  0  1984 


SOBJECT:  Birth  Racord  Verification 

Attached  are  caa^utei   reports  dated  8/14/84  which  revaal  the  reaolts  of  our 

initial  birth  record  verification  project.  The  reports  were  produced  by 

creating  a  file  containing  the  147S  unique  SSM's  covered  by  the  vcriflaOBlan    ... 

project  and  siatching  that  file  against  my  Pell/BBOG  extract  file.  Ha  fiaid  ^'  '^  ^~ 

that  800  verified  records  and  633  noo-verifled  records  aatchad  with  th« 

Pell/BEOG  extract.  We  also  found  that  45  SSI's  frcn  the  wrifieation  psBJact  ^  -  -  -e 

did  not  natch  any  record  on  the  extract.  These  nust  be  checked  furthei:  fdc   ; 

keying  errors,  errors  in  recording  SSN's  and  other  errors.  ,/~     L.  .  .v 

Ojr  initial  results  show  that  Pell  (BOX)  Grants  were  made  through  59  aihoalmp.\  ■•'•• 
in  the  amount  of  52,647,007,  to  the  633  "students"  whose  births  cannot  ba  -'V  '  '' 
verified. 

There  are  two  reports  for  the  verified  SSN's  and  two  for  the  noa-verif led 
SSM's.  Formats  of  these  reports  are  similar  to  other  reports  which  have  been 
provided: 

.  Listing  of  current  SSN,  award  year,  school  nmber  sequenoe 

.  Listing  of  aiatched  SSN  records  (by  vendor) 

Please  call  me  if  you  have  any  questions  about  these  reports. 


^"S*-- 


mm 


Of  HCE 

SipiNAME 

0*T» 

Office 

SURNAMf 

OATT 

OTflCt            SURNAME 

0*T« 

/C^sfC — 

fUr 
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DEPARTMENT  OF  EDUCATION 


Aian  iQlenburd 

Trial  Atorney 

Coomeicial  Litigation  Branch 

Civil  Division 

Dppertirent  of  Justice 

P.O.  Box  261 

Sen  Franiclir  Station 

Washington,  O.C.  20044 

Dear  Kr.  Klienburd: 

The  birth  verification  project  conducted  by  Department  of  Education  staff 
revealed  that  the  births  of  14b  out  of  156  U.T.A.  BBOG  recipients  which  w* 
checked  could  not  be  verified.  As  the  result  of  a  previous  investigation  the 
Dfpartraent  of  Education  hod  in  its  possession  a  limited  nonter  of  social 
s«<rurity  number  applications  (SS5)  for  BEOC  recipients.  Oily  the  BEOG 
recipients  showing  New  York  City  as  their  birth  place  (SS5)  were  checked.  The 
\.ev   York  City  birth  records  for  the  year  of  birth  shoirfn  {SS5)  were  r€vi«»«d. 

ife  attempt«  to  further  verify  the  results  of  the  birth  verification  project  ■ 
by  arcloyino  standard  skiptracing  procedures.  Initially  we  attenuated  to 
skiptrace  15  of  the  non-verifieri  O.T.A.  BBX  recipients  (with  4  years  of  BEOC) 
wc  v.erc  ret  successful  in  locating  13  of  thes*.  individuals.  Vie  did  get  two 
phone  listings  whicn  «e  have  not  been  able  to  verify.  '*  could  not  obtain 
credit  rppcrts  on  any  of  the  15.  Ve  attempted  to  obtain  information  fror.  the 
^!ew  York  State  Department  of  >V3tor  Vehicles;  to  date,  we  have  six  negative 
responses  and  are  await  in;  responses  on  the  other  nine.  We  called  directory 
assistancT  for  telephone  listings  in  Brooklyn  for  all  148  non-verified 
recipients.  We  were  aole  to  obtain  40  listings.  We  attempted  to  contact  tr.e 
people  with  listings  on  August  24  and  27.  We  spoke  to  4  people  who  were 
students  at  U.T.A.  One  person  had  been  a  teacher  2t   O.T.A.  and  one  wonan  who 
said  her  husbareJ  attended  U.T.A.  We  spoke  to  eight  people  who  said  they  did 
not  atterxi  U.T.A.  and  four  people  who  would  only  identify  themselves  but  would 
not  answer  any  iju— tioiM.  - 

Mone  of  th*  bdrtl)dat««  of  the  people  who  attended  U.T.A.  tratchc<3  the  BEOC 
birthd«ta  od  tmqori.     Ttm  people  we  talked  to  said  they  were  older  or  sounded 
nucii  ol<Ser  than  the  B80G  recipient  would  be. 

Attached  are  copies  of  our  notes  of  each  telephone  conversation.  In  most 
C5S6S  we  did  not  have  a  chance  to  ask  all  of  the  questions  listed.  The  people 
we  spoke  to  appeared  to  be  sonewhat  defensive  and  ve   were  reluctant  to  probe 
toe  deeply  out  of  concern  for  causing  unnecessary  alarm.  Generally,  if  we 
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tbm  question  we  asked  the  question.  Itiis  process  has  net 
Vt'^t   the  birth  verification  project.   In  fact,  it  has 
fiBBBry  conclusions.  We  can  continue  with  this  process  If 
r«  dstA.  The  process  has  been  time  consuning  (i.e. 
t  disconcerting  to  the  people  v«  have  contacted.   I 
would  like  you  to  consider  the  information  available  at  this  point  and  let  me 
Icnow  if  you  feel  we  have  prima-facie  evidence  to  file  suit.  As  you  know  a 
lawsuit  will  alleviate  sane  of  our  statute  of  limitations  problans  and 
hopefully  will  put  the  burden  of  proof  on  U.T.A.  to  explain  the  large  number 
of  discrepencies  found  to  date. 


have  a 

dispcoraA 

reinf' 

you  fa«l  w» 

expensive)  itti 


Sincerely, 


'I^loma3  J.   Peskta 
Division  of  Certification 
and   Program  Review 
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RABBINICAL  EXTRACT  REPORT  FILE 

REPORT  -               REPORT  TITLE 
NUMBER 

1  2  or  more  awards  same  year 

2  3  or  more  years  between  awards 

3  .  Discrepancies  in  last  name/first  name 

4  Discrepancies  in  date  of  birth 

5  Age  ^17  or  >  30  in  award  year 

6  3  or  more  vendors 

7  5  or  more  awards 

8  Consecutive  SSN's  with  first  8  digits  the  same 
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vs.  DEPARTMENT  OF  EDUCATION 

MEMORANDUM 


TO     :  Richard  A.  Hastings  ccp   5  iq-;/! 

Director,  Management  Services  ■  ■ 


-V^,£^ 


FROM   :  Thomas  J.  Pestka  '  a-^  j 

Division  of  Certification  &  Program  Review' 

SUBJEXTT:  New  York  Religious  Schools 

This  is  a  brief  of  our  meeting  with  the  Department  of  Education  I.G., 
Department  of  Justice  Attorneys  and  a  representative  f rcn  the  HHS  I .G.  A 
list  of  attendees  is  attached  for  your  information. 

I  began  the  meeting  by  advising  the  participants  that  you  had  intended  to  be 
there  but  had  been  called  away  at  the  last  minute.   I  advised  the  I.G.  people 
that  projects  completed  to  date  indicate  serious  problems  with  a  number  of  New 
York  religious  schools  and  that  you  (SFA)  and  the  Department  of  Justice  were 
comnitted  to  doing  case  development  work  which  may  lead  to  administrative 
action,  civil  litigation  or  criminal  convictions.   I  said  that  the  purpose  of 
the  meeting  was  to  get  a  coranitment  frcm  I.G.  investigations,  I.G.  audit  and 
the  HHS  I.G.  to  devote  staff  resources  to  case  development. 

Since  some  of  the  attendees  were  not  familiar  with  the  problems  being 
discussed  I  gave  than  a  brief  synopsis  of  the  problems  encountered  with  some 
institutions.   (See  Attachment  A) .  I  said  that  evidence  developed  to  date 
indicates  the  problems  found  with  regard  to  Be'er  Shmuel  have  been  found  in 
other  institutions  as  well.  I  continued  by  giving  a  summary  of  our  findings 
with  regard  to  the  birth  verification  project  -  633  births  out  of  1478  could 
not  be  verified  (See  Attachment  B) . 

I  also  discussed  the  coiiputer  match  projects  we  completed  using  Pell  Grant 
data,  cross  matching  one  school's  data  against  another,  and  the  eight  conputer 
reports  (Attaclment  C)  we  contenplate  using  to  focus  on  Pell  related  problems 
at  various  schools. 

I  asked  Steve  Altman  to  discuss  his  impressions  of  the  cases  in  development. 
Steve  advised  that  the  evidence  uncovered  would  dictate  any  action  taken  by 
DoJ.  He  said  that  he  would  devote  a  substantial  amount  of  his  time  to  case 
development  as  well  as  a  substantial  amount  of  Ron  Clark's  and  Alan  Klienburd's 
time.  Steve  said  there  are  basically  two  ways  to  work  these  cases.  The  first 
is  to  work  on  the  school  eligibility  aspect  -  if  a  school  was  never  eligible 
then  all  the  Title  IV  money  they  ever  received  must  be  returned.  The  second 
is  the  student  eligibility  issue  -  which  we  have  strong  evidence  for  but  which 
must  be  developed  further  on  a  student  by  student  basis.  Steve  said  that  we 
would  need  person  power  commitments  in  order  to  focus  on  either  area  but  that 
it  appears,  at  this  time,  that  we  will  have  to  focus  on  the  students.  He  said 
he  needed  information  that  will  require  interviews. 
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Page  2  -  Mr.  Richard  A.  Hastings 

I  stated  that  SFA  was  prepared  to  match  the  I.G.  person  for  person  in  devoting 
staff  resources  toward  such  a  project.  Arthur  Sinai  asked  for  our  views  on 
where  we  were  going  with  all  this  data  we  are  gathering. 

I  said  that  Steve  and  I  had  discussed  this  matter  to  some  extent  and  I  felt 
that  we  had  to  narrow  our  focus.  I  said  that  right  now  I  have  identified  10 
school's  which  have  received  approximately  22  million  in  Title  IV  funds.  I 
intend  to  check  their  financials  to  see  if  we  could  recover  federal  funds  if 
we  decided  to  file  suit.  I  said  that  we  would  also  explore  the  possibility  of 
a  coranon  link  between  the  schools  (e.g.  Rabbi  A.  Tenenbaum) .   I  also  said  that 
it  was  my  plan  to  refine  the  data  in  Attachment  C  so  that  an  index  could  be 
developed  which  would  indicate  the  degree  of  problems  at  a  particular  school. 
Once  we  decide  which  schools  to  focus  on  we  would  need  the  date  of  birth/place 
of  birth  data  from  SSA  on  each  recipient  and  perform  birth  verification  on 
each.  We  would  need  to  perform  program  reviews  and/or  audits  at  each  school. 
We  would  then  need  to_  interview  students  who  appear  to  be  problems  -  as  a 
result  of  birth  venfiifation  or  program  review/audit.  Concurrently  we  would 
have  to  check  the  work  of  CPA's  who  have  previously  performed  Title  IV  audits. 

Once  this  developmental  work  has  been  completed  we  (the  government)  would  then 
have  to  make  decisions  with  regard  to  the  type  of  action  to  take  -  administra- 
tive action,  no  action,  civil  suit  or  criminal  prosecution. 

Mr.  Sinai  said  he  would  devote  staff  as  needed  but  would  commit  to  assigning 
one  investigator  to  do  interviews  on  a  1/2  time  basis  beginning  September  17. 
SFA  agreed  to  comnit  one  person  1/2  time  to  assist  with  the  interviews.  Mr. 
Sinai  also  agreed  to  speak  to  the  HHS  Inspector  General  for  investigations 
about  opening  a  joint  investigation  and  giving  H3  access  to  SS5  data. 

I  agreed  to  continue  working  with  the  I.G.  in  Region  II  on  cross  match 
projects  with  various  agencies  including  the  New  York  State  Guarantee  Agency. 
I  also  agreed  that  you  would  write  to  Frank  Yanni  requesting  expansion  of 
their  audit  of  3  I.C.  schools  to  cover  the  other  institutions  which  appear  to 
have  related  problems. 

I  also  advised  Art  Sinai  that  we  are  in  the  process  of  gathering  data  for  each 
school  which  would  show  reported  Title  IV  awards/expenditures  for  each  year. 
He  is  interested  in  seeing  the  financial  data  for  certain  schools  over  the 
last  three  years.  I  feel  that  the  meeting  was  productive  in  that  specific 
coranitments  were  made  and  that  the  people  in  attendance  have  a  better 
understanding  of  the  problems  related  to  the  New  York  religious  schools.  The 
meeting  also  helped  the  participants  get  a  feel  for  the  direction  future 
projects  must  take  if  we  expect  to  achieve  a  return. 
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8/30/84 


SUBJECT:  New  York  Religious  Schools 

Attendees: 
DoJ: 
S.  Altman 
R.  Clark 

HHS/I.G.: 
B.  Clark 

ED/CSFA: 
T.  Pestka 
R.  Lipton 
R.  McKiernan 

ED/IG: 
A.  Sinai 
R.  Scott 
M.  Aulicino 
R.  Gonzalez 
J.  Devlin 
J.  Termini 
A.  Clough 
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TUESDAY,  MARCH  27,  1984 


CJV 
202-633-4389 


The  Department  of  JustTcfe  today  filed  a  civil  suit  against 
Kabbi  Moshe  Horcv;itz,  Be'er  Shmuel  Talmudical  Academy,  Congregation 
.H  d  Vcijhiva  B'er  Schmuel ,  Inc .  ,  and  Veshiva  Amod  Hatorah,  Inc., 
.I'L  of  New  York  City,  seeking  to  recover  more  than  $1  million 
oi    Department  ci  Education  funds  that  Horowitz  and  the  Academy  are 
.-.il^ged  to  have  received  improperly. 

The  complaint,  filed  in  U.S.  District  Court  in  Brooklyn, 
..;lc-.'«i:  that  Horo\;itz  made  falm-  statements  to  obtain  Basic 
•-■-uj.-.t  lor-il  Opportunity  Grant,  Supplemental  Educational 
Cpvortunity  Grant,  and  College  Work  Study  funds  from  1976  through 
Fi=bru<-irv  :9i80. 

Ee'er  Shmuel  ,'.cademy  falsely  stated  that  it  was  a 
::cst-s<_-condary  educational  institution  and  that  its  students 
r'-:ce;ved  credit  at  other  accredited  colleges,  according  to  the 
c>n.plaint.   Also,  grant  money  was  received  for  nonexistent  or 
i;i-.;iic:ibl5-  students,  the  complaint  alleged. 

Horowitz  is  under  criminal  indictment  over  the  matter  and  is 
c-'.rrc!ntly  a  fuci;j  e. 

Congregatioi'    rl  Yeshiva  B'er  Schmuel,  Inc.,  and  Yeshiva  Amod 
'■  !  ih ,  IiTc.  ,  ."•.•■••••  1>T  lieved  to  be  sham  corporations  to  which 
'•  ----'.tz  deposit"'  'he  proceeds  of  the  illegally  obtained  funds, 
jcJOiJitt^  to  th«i  Civil  complaint. 


(MORE) 
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The  False  Claims  Act,  and  its  statute  of  limitations,  permits 
the  government  to  seek  recovery  of  double  the  more  than  S600,000 
of  funds  granted  from  1978  to  1980.   The  government  also  seeks 
return  of  grant  money  due  to  breach  of  contract  from  1976  to  1980. 
The  total  sought  by  the  suit  is  $1.6  million,  including  damages. 

t  *  «  « 
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General 

for  tWMt^i^Soa 

TlMmas  3'  Pertka 

DivUlon  of  Certification  end  Progrmm  Revirv 

Ovtmologles  -  Talmudlcal/RabbinlaU  Schoob 
AsiocUted  vith  Rebbi  Abraham  Tenenbaum 

As  we  expressed  to  you  in  our  meeting  on  February  3,  19M  the  OtOea  of 
Postsecondary  Education  (OPEJ  is  concerned  with  the  apparent  pattern 
of  misconduct  of  certain.  Rabbinicai  or  Talmudicai  Schools  represented 
by  Rai>bi  Abraham  Tenenbaum. 

These  dronologles  are  based  on  information  In  flics  maintained  k>y  OPC 

They  are  intended  to  give  you  an  overview  of  the  problems  we  have 

to  date.  "  ■ « :  ' 

Backgrouodi  •  - 

.  Procedure  for  qualification  imder  Three-lnstitutional-CartilkatlBD 
(■J-I-C  method")  August  20,  1970  (Attachment  1) 

-  OCC  opinion  re:  "VI-C"  AprU  23,  19»2  (2) 

-  OCC  opinion  rei  Definition  of  "enrolled",  March  12, 

19«0D) 

-  List  of  schools  covered  by  this  memo  W 

Chronology  -  "original  eight" 

7/79  A  review/investigation  of  the  "original  eight"  was  performed 

by  HEV  LC. 
9/24/79       Subpoenas  were  served  on  the  original  eight;  documents  and 

records  were  sought 
1/23/SO       Acting  LC.  requested  SFA  to  talce  emergency  action  against 

the  "original  eight" 
l/yOftO       EoMrfcncy  action  was  talcen  against  "original  eight"  (34  CFR, 

Pwt  «a.  Subpart  C) 
2/27/M       Intent  to  terminate  letters  were  sent  to  the  "original  eight". 
7/7/U         Hearings  were  scheduled  •  then  postponed  in  order  to  work 

_  oot  limitation  agreements- 
2/81  SFA  sent  all  documents  related  to  the  "original  eight"  to  A.  Sinai. 

2/»l  Subpeonas  were  served,  re:  criminal  investigation. 

5/V*I  An  administrative  hearing  was  held. 

United  Talmudicai  Academy  (UTA)  and  Rabbinical  Seminary 

of  New  S<^iare  (RSNS)  agreed  to  limitation  agreements,  which 

were  signed  6/1&/S1.   Rabbinicai  College  of  Tash  failed  to  attend; 

the  other  five  withdrew  their  re^jests  lor  a  hearing. 
5/9/Si  Six  schools  were  terminated  retroactive  to  3/2*/i0. 
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10/6/13 
2/2/M 


U«itttIon  sgrwmcnts  wert  ■ifrw<i  by  U.T^  and  RJ^LS. 

-ngM(  Emciicncy  actions  rvmaln  in  effect  until  pragr&m  r«<^tiremmts, 

^C  '     '    .  toclu^nf  audits,  «r«  met. 
1l»  U.TJL  Audit  was  rejected  by  LG.A.,  Reslon  n 

.the  D^>art»ert  of  Jurtice,  CivU  Division  wrote  R.  Hastings 
l»4iMstinc  Ms  recommendation  with  regard  to  a  dvU  salt  against 

'  BaW  Shmoel. 

R.  Hastings  recommended  proceeding  with  a  clrU  suK  against 
Be^er  Shrouel. 

Letter  »ent  to  Rabbi  Tenenbeum  demanding  reimbursement 
for  $1,170,280  In  douWe  damages  and  forfeitures,  the  liability 
under  the  false  claims  act  Incurred  by  Be'er  Shmuel.  Letter 
sent  by  Stephen  Altman,  Qvll  Dirifion,  Do3.  (Attachment  5) 


Chronology  -  Beth  Rochel  Seminary,  Monscy,  N.Y. 

10/19/79     Initial  eligibility  to  participate  in  Title  IV  programs  was  granted 

O-I-C). 
12/13/79     Initial  eligibility  revoked  (Attachment  6)  students  never  enrolled 

at  Hofstra  University. 
11/17/80     Initial  eligibility  was  granted  (3-1-C)  (again). 

5/19/81        SPA  reported  findings  of  program  review  to  Beth  Roc*»el  (AtttduiMat  7) 
8/6/81  SFA  Informed  the  sctiool  that  the  program  review  would  retnatn 

open  until  it  received  I.G.A.  report  (Attachment  8). 
10/20/81      The  LG.A.  report  was  issued  -  inconsistencies  in  diplomas,  ditiis 

of  attendance  and  transcripts  were  found  (Attachment  9) 
12/7/81        The  initial  eligibility  was  revolced  (Attachment  10)  because 

students  never  registered  at  Touro  College. 
4/21/82        OPE  confirmed  revocation  of  the  school's  eligibility  (Attachment  12). 
9/12/83        Initial  eligibility  was  granted  (again) 
1/10/8'*       A  demand  for  payment  of  $32,268.00  liability  for  Title  FV  funds 

received  prior  to  eligibility  was  m»de  by  Financial  Management 

Service. 
i/23/8«        SFA  forwarded  findings  based  on  the  review  of  3-I-C  documenutlon 

submitted  by  Beth  Rochel  in  support  of  their  eligibility  to  the 

IGI,  Region  n  (Attachment  13) 
1/23/8*       The  attorney  for  Beth  Rochel  appealed  the  determination  of 

liability  for  $32,268.00  to  the  Assistant  Secretary,  OPE. 

Chronology  -  Bnos  3«rusalem,  Brooitlyn,  NY 

2/10/12       Inttlai  eligibility  to  participate  in  Title  lY  programs  was  granted 
11/22/S2     Initial  eligibility  was  granted  again  (due  to  change  of  address) 
ll/10/t3     SPA  reported  that  three  students,  previously  certified,  never 

enrolled  at  Friends  Vorld  CoUege. 
11/18/83.    A  letter  from  Friends  World  College  advlssd  ED  that  students 

did  not  enroll.  (Attachment  13) 
12/13/83      Initial  eligibility  was  revoked  (Attachment  16)  because  students 

reported  to  be  enrolled  were  not  enrolled  at  Friends  World  College. 
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Pace  3 -Arthur  ^ 


^f^ffh 


^  K  }0tmK  c»ni{ying  3  students  mroU«d  at  Caldw*!]  College 
r  jHtt  to  OPC  by  Bnos  Sefunlem  (Attachment  17) 
: CMflrincd  revocation  of  the  tchoolH  ellflbUlty  (Attachment  IS) 
i  rflglMllty  was  granted  hated  on  nev  certifications  (C«ldwell 

itiijik  -7-A  Kl  rt^unt  from  the  schoors  attorney  answered. 

Chronelo(y  -  Gruss  Girls  Seminary,  Spring  Valley,  NY 

l/lif79       Initial  eligibility  to  participate  in  Title  IV  Programs  was  granted  (3-I-C). 

2/10/t2       The  school  was  recertified  ellgibic  (3-1^). 

11/17/13      SPA  Region  II  forwarded  resulu  of  program  review  to  OIG,  Region  IL 

-  Discrepencies  were  found  with  regard  to  information  provided 
by  Gruss  to  Mercy  College. 

.  The  students  receiving  Title  IV  assistance  also  reported  to 
local  school  district  as  elementary/secondary  school  students. 

-  "3>I-C*  students  never  enrolled  at  Mercy  College  and  Friends 
World  College.  (Attachment  19) 

11/1S/S3      A  letter  from  Friends  Torld  College  was  sent  to  ore  indicatinf 
Gruss  (3-I-C)  studenu  never  enrolled.  (Attachment  13) 

12/13/83      The  school's  eligibility  which  was  granted  2/10/83  was  revoked 
by  OPE  because  one  student  did  not  enroll  at  Mercy  College 

and  three  students  did  not  enroll  at  Friends  Vprid  College        

(Attachment  20) 

1/6/84         The  IGI  opened  a  crlminai  investigation. 

i/ll/8»       SFA,  Re^n  II,  Recommended  termination  proceedings,  in  rltnr 
of  their  f  ^dingst 

-  The  school  does  not  meet  standards  of  administrative  capability 

34  CFR  668.16. 

-  The  school  misrepresented  the  nature  of  its  educational 
program  34  CFR  668.63  (k). 

-  The  school  demonstrated  Its  inability  to  "administer  program 
funds  with  the  required  highest  standard  of  care  of  a  fiduciary. 

1/13/84       The  IGA  Region  n  rejected  an  audit  covering  Title  IV  Programs  7/1/80  - 

6/30/82.  (Attachment  21) 
2/7/84  The  school  re-applied  for  3-1-C  eUgibUity. 
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Unilea  Stales 

Ollice  ol 

Deoanmeni  oi 

inspecitx 

Aflriculiure 

General 

Investigations 

North  Atlantic 
Region 


26  Federal  Plaza 

Room  1707 

New  Vork    NY   10278 


OCTGn987 


U.S.  Department  of  Justice 
Commercial  Litigation  Branch 
Civil  Division 

P.O.  Box  261,  Ben  Franklin  Station 
Washington,  DC   2044 


Attn: 


Mr.  Ron  Clark 


Dear  Mr.  Clark: 

The  records  of  the  Mew  York  State  Education  Department,  Bureau  of  School 
Pood  Management,  show  that  at  the  present  time  Gruss  Girls  School,  1 
Adams  Lane,  Spring  Valley,  N",  is  participating  in  the  national  School 
lunch  and  Breakfast  Programs.   Last  year's  attendance  was  680  students. 
Rabbi  Joseph  Breuer  is  the  program  Hearing  Official.   Habbi  David  Tambor 
is  the  program  Reviewing  Official  and  Verification  Official.   Gruss  is 
also  receiving  USDA  donated  commodities,  according  to  Karen  Peuer  of  the 
Board  of  Jewish  Education  (phone  212-245-8200).   Shirlev  Berger,  of  the 
New  York  State  Education  Department  phone  (518-474-3926),  advised  that 
Gruss  received  $18,570.27  in  Hay  1987  and  $13,130.07  in  April  1987  for 
its  participation  in  USDA  financed  feeding  programs.   Windsor  Lott, 
of  the  New  York  State  Education  Department,  Testing  Division 
(518-474-5902),  advised  that  in  1986  41  third  graders,  47  fifth  graders, 
and  46  sixth  graders  were  tested  for  reading  and  math  at  Gruss  Girls 
School. 

County  Clerk  records  in  Ramapo,  NY,  disclosed  that  the  property  occupied 
by  Gruss,  1  Adams  Lane,  Spring  Valley  (lot  No.  01 0-000-0055-A02) ,  is 
owned  by  Congregation  Semach  David  NS,  Truman  Avenue,  Spring  Valley, 
NY.   The  total  value  of  the  property  is  listed  as  $1,213,500.   The  land 
value  is  listed  as  $38,500.   The  improved  value  is  listed  as  $1,175,000. 
The  property  was  involved  in  litigation  regarding  back  taxes  from  1980 
to  the  present.   A  stipulation  was  agreed  to  by  the  County  and  the 
taxpayer.   Information  about  the  stipulation  can  be  obtained  by 
contacting  Murray  Jacobson,  Assistant  County  Attorney,  or  Ilan 
Schoenburger  at  (914)  638-5180. 


Tfir  once  ot  insoecio'  C*ef>e«*l 

lb  ,in  aqencv  ot  me 

United  Siittes  Oeoaflmcoi  o'  Agncullurc 


,A 
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Another  property  listed  by  Gruss,  Ho.  15  Koosevelt  Avenue,  Village  of 
;;ew  square,  consists  of  the  following  ninteen  lot;?: 

Lot  No.  010-000-0055  AKIA 

"  AK10 

"  AK14B 

AK1  5C 

•'  AK8 

"  AK9 

AP4A 

"  A03A2 

"  A03A1 

"  A05B 

"  A04B 

"  A05A 

"  A06A 

"  AMI 

"  AM2 

"  AH3 

"  AM4A 

"  AM5A 

"  AM6A 

About  1/2  these  lots  are  owned  by  ZD  Sjuare  Realty  Corporation,  15 
Roosevelt  Avenue,  Hew  Square.   About  1/4  of  the  lots  is  owned  by 
Congregation  Zemach  David  US,  another  1/4  is  owned  by  Yeshiva  of  New 
Square  Talmud  Torah,  91  Washington  Avenue,  New  Square.   A  majority  of 
the  lots  are  involved  in  the  aforementioned  litigation. 

County  clerk  records  show  Gruss  had  a  warrant  filed  against  it  by  the 
New  York  State  Department  of  Labor,  Unemployment  Insurance  Division, 
Commissioner  of  Labor.   The  warrant  was  filed  April  21,  1987  (File  No. 
221,  Page  Ho.  1464)  and  was  for  $5,413-91.   -he  records  also  showed 
three  satisfied  judgements  by  Gruss,  on  January  3,  1983  (Book  5,  Page 
940  -  Reference  5307/82)  and  two  on  January  13,  1983  (Book  5,  Page  2818 
and  2820). 

County  Clerk  records  show  two  UCC-1  filings  (see  attachment)  for  Gruss 
Officer,  Joseph  Breuer.   Hersh  Frieder,  Assistant  Administrator  of 
Gruss,  had  six  filings  as  noted  below: 

Filing  Type   Date  of  Filing   Book/Page   Other  Party 

Contract  12-30-85  126/1531  From  Hark  Corbett 

Deed  01-10-86  128/2177  From  Elizabeth  Pitt 

Contract  03-28-86  140/783  To  Benjamin  Haber,  Esq. 

Contract  04-22-86  143/2485  To  Peter  Kenny 

Contract  05-30-85  150/2102  Prom  Mateo  Condeno 

Deed  10-07-86  178/2953  To  Silvia  Weisser 
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If  you  desire  additional  information  regarding  the  above,  please 
contact  Special  h^er\z   John  Yasek  or  Special  Agent  Leonard  Ringel 
(PTS:  264-3400).   We  will  forward  to  you  a  Dun  &  Bradstreet  report 
on  Grass  as  soon  as  we  receive  it. 


'Norr^ot^^ 


Thomas  V.  St.  Pierre 
Regional  Inspector  General 
for  Investigations 


-3- 
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"Nj.M^  I  \i  ,      1  t  .i  I  t  *.t  ■* 


1  (  M.nm^Cia-  C 


l\n    u:  A.l(l.:...nj 


"■■■''    •'■'■'■  •^'    <••'"■»■  -v I  A  i,:i.-in,-%i  j.'    i«u'*<;  Pj'tvi.c^,  Njmeii*  jno  Ann.mif^f 

rrrvrr,  jcn?.rn  n/L/a 

JerTerrcn   7,ve-,    Tew    fcuare 
rprlr':.   Valley,    :;y    10?77 

ccL-3  ir7,r27-rY 


U.S.  SMALL  BUSMESS 

ADMINISTRATICN 

25  Faferoi  Pfozo— 3Ist  R 

New  Yorfc,  New  Yori]  0007 


0     Tm.i  f^.n.inc.nq  SiJiemeni  covef I  in*  loHow.ng  ivp«  ,or  .i-mti  of  DfOppfiy 

;^11   rachlnery,    efniirront   and    furr.itiirc,    r.ov  owned 
and   hereafter   acovired,    end   ?11   substltuticns, 
renewals   and    accvxiulatlon*:   tiiereof. 

PP'Odocn  o'  i*>*  Coi'atffji  are  also  cove'eO 


8    DeiCMbe  Real  Estate  Here 


□  This  tiaiemem  tt  to  be  moeKtd  m 
the  Real  Estate  Recofos 


9  Name  or 
3  Record 
OMner 


•>  '    i-.i  jr.(»i   Jjie   limf  Mo  '•(*(  ul*'tf 


fAy-^9/ 


6.  Asuqneeisi  o(  Secu'eo  PaMy  and  AaOfeKlesI 


*IOnc<-o*  Mt*i  [iiji>  S*tow) 


CauWy 


in.s    FrMANCING    STATEMENT    .s  presented    to  a    Fil.nj 
Ol'ice'  lo(  (.ling  pursuant  to  the  Un.iorm  Commercitff  Code 


prXLT?,    JOSmi  d/h/a 

Jefferson  7*ve.,    r«w   Ecuar 

fprino  Valley,    >TY    10977 
rCL-3    127,C27-MY 


No   ol  Additional 
Sheen  Pffsenied 


(j"ice'  lor  iinng  pursujni  nj  i"r  wm.^...-  v.—. ^-wm'  ^w-v  |  bneeis  rffsenieo 

t    DeotortsMLasiNamePirjt)  andAdOfesHesl.    2.  Secured  Partvi'eil  Narr^eijt  and  Addresiiesl 


U.S.  S?AAIL  BUSINESS 

ADAiUNBTRATJON 

26  Federal  Pteo— 3l3i  R. 

New  YoHt,  New  Yoit  1O007 


b    This  F.r>ancing  Siatement  covefi  the  loiiowmg  types  lor  iiemsi  o'  properly. 

Prctrr~er.r    <>t   Toto    ^    reel   Tstate   .'ort.rocp   race 


tc   '•t-:bzcr 


itfcf^   ^/K/''-^,    covcrir 


-*ror.ir''5   r^rcrilrct-    ir    Carc^cr.lr.lir:-:    .■"cclaratlcn 
2/7/:/'Z    t    ri-ccrco-i    i--.    tr.c    office    of    :cc::l.-*.rc 
Clc-rk   r*r   -;/j/3.~    in   li'^nr  J^*^  1   cf   Teccs   at    j^'"^ 
:  (;?icr:-tC(:    ^2   tax    let  -T-Ci:,"'.?!; 

pPrpfiucts  ol  the  Collateral  a*?  also  cove'ed 


date''' 

rrr.t-/ . 
ore' 


Oescr.DC  Real  Estate  Heie 


D  This  statement  ii  to  Cc  indexed  m    9- 
ihe  Real  Estate  Records 


Name  ol 
a  Record 
Owner 


3     DThe  Oebtons  a  transmitting  utility 


I  Fff  FikBt  Otticd  OaiL  I>iM  No  r*At  on<t 


^V-v:5"f  ^ 


6   Asi.onceul  ol  Secured  Pjny  and  Addreiiietl 


*(0<*c>*>  O"^  (ii»i»  SrMMl 
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Seute  Permaitent  SuDcomniittet 
oil  Investipttons 

S9 


EXHIBIT  # . 


STATE  OF  NEW  YORK    ) 

) 
COUNTY  OF  NEW  YORK   ) 

I,  WENDY  IFILL,  being  duly  sworn,  say:  I  have  read  the 
foregoing  affidavit  and  know  the  contents  thereof;  the  same  is  true 
to  my  own  knowledge,  except  as  to  the  matters  therein  stated  to  be 
alleged  on  information  and  belief,  and  as  to  those  matters  I 
believe  it  to  true. 

My  full  legal  name  is  Wendy  If ill.  My  maiden  name  is  Wendy 
Griffith.  I  reside  at  730  East  35th  St.,  Brooklyn,  New  York  11210, 
(718)-421-3160.  My  Social  Security  number  is  120-64-2560  and  date 
of  birth  2/26/62. 

On  August  5,  1993,  I  was  interviewed  by  Robert  Hast,  Assistant 
Director  for  Investigations,  United  States  General  Accounting 
Office,  ana  Brian  Hickey,  United  States  Department  of  Education, 
and  on  August  27,  1993,  I  was  interviewed  by  Special  Agent  William 
Hamel,  United  States  General  Accounting  Office,  and  Robert  Hast, 
Assistant  Director  for  Investigations,  United  States  General 
Accounting  Office.  During  these  interviews  I  made  the  following 
statements.  These  statements  are  true  and  correct,  and  are  as 
follows: 

1)  I  was  employed  by  Mr.  Yaakov  (Jacob)  Ginzburg  at  Penn  Star 
Consultants  located  at  225  W.  34th  Street,  Suite  1309,  New 
York,  New  York  from  1988  until  he  was  arrested  by  U.S. 
Immigration  in  1992.   I  was  his  only  employee. 

2)  For  the  first  two  years  my  only  duties  were  related  to 
immigration  paperwork  for  recent  immigrants  that  Ginzburg  was  ^. 
processing.   However,  in  199D  I  began  to  work  with  Federal?^'' 
Student  Aid  applications.   I  was  told  by  Ginzburg  that  they 
were  student  application  forms  to  go  to  school. 

3)  Ginzburg  would  give  me  files  and  I  would  use  the  information 
in  them  to  fill  out  blank  Student  Aid  applications.  Some  of 
the  applications  were  signed  and  blank.  Some  were  signed  by 
students  after  they  waited  for  me  to  complete  them. 

4)  The  Student  Aid  applications  were  brought  to  the  office  by 
Ginzburg.  He  brought  a  box  of  them,  but  I  do  not  know  where 
they  came  from. 

5)  Some  of  the  Student  Aid  application  files  were  for  people  that 
Ginzburg  did  immigration  work  for,  but  some  were  only  related 
to  students. 

6)  Ginzburg  gave  me  blank  letterhead  paper  to  type  empl-dyment 
information  letters  on.  He  gave  me  the  , -employment 
infomation.  If  Ginzburg  asked  me  to  sign  the  Inters  I  would 


c 
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only  sign  those  who  were  familiar  to  me  because  of  the 


immigraLlun  work^  I  would  not  sign  the  other  letters,  because 
I  did  not  know  them.  Ginzburg  would  sign  them  or  take  their,  to 
be  signed.  I  witnessed  Ginzburg  sign  some  of  the  letters. 
The  income  information  I  used  on  the  Student  Aid  applications 
and  employment  verification  letters  came  from  Ginzburg.  If  a 
tax  return  was  in  the  file  that  Ginzburg  gave  me  to  work  with, 
I  would  use  that  figure.  If  not,  I  would  type  a  letter  from 
an  employer.  If  there  were  letter  head  in  the  file  I  would 
use  that.  However,  if  there  was  nc  letterhead  I  created  it  on 
the  computer,  in  response  to  Ginzburg 's  request.  Information 
was  also  taken  from  previous  letters.  Attachments  I-V  of  this 
affidavit  were  signed  by  me.  Attachments  VI-JX  might  have  been  ♦>• '' 
signed  by  Ginzburg. 

7)  I  saw  checks  from  a  school  in  Ginzburg's  desk  for  $250  to  $500 
made  payable  to  different  people  in  Ginzburg's  desk  drawer, 
and  later  saw  people  come  in  and  receive  the  checks  from 
Ginzburg.  I  also  received  one  call  from  a  student  wanting  to 
know  if  her  check  had  come  in  yet. 

8)  Ginzburg  never  introduced  me  to  anyone  from  the  schools  he 
dealt  with. 

9)  I  am  currently  employed  by  Nora  Lee,  located  at  505  8th  Ave, 
Suite  1510,  New  York,  New  York  doing  the  same  type  of 
immigration  work. 

10)  I  have  initialed  any  changes  made  on  this  affidavit  consisting 
of  this  and  one  other  page. 


m^^r^.:/AJi^ 


(Signature  of  Affiant) 
/ 

Sworn  before  me  this_2J_  day  of^P**^^  .  19^. 


Witness 


7lu 


v.-^.-y  f^jDiic.  State  01  N«T  Tortc 
No.  08-4836888  ■  ' 

QuaJlfwtj  In  Bronx.COHn^   i 
Commission Ejc.'.-ea     '''  I  ~ji  '  i'  \ 
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jeruu  Ddhteio 


3913  Ulh  Avenue     •    Brooklyn,  NY  11219     •    (718)  851-1716 


October  8.  1991 


To  Whom  it  may  Concern: 

Dear  Si  r/Madam: 

This  letter  certifies  that  Mr.  Avigdor  Deutsch 
was  employed  in  our  company  and  was  paid  a  salary  of 
$6,800.00  for  the  year  1990. 
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EIZAARE  HAIRCUTTERS 
508  Kings  Highway 
Brooklyn,  NY   11223 
(718)  336-8955 


October  4,  1991 


TO  WHOM  IT  MAY  CONCERN: 


This  letter  certifies  that  Mr.  Ami  Sharabi  worked  in  our 
company  and  was  paid  a  salary  of  Six  Thousand  (56,000.00) 
Dollars  for  the  year  1-990. 


Sincerely, 


ROni  '^^Tgr-hPT 
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BIZAARE  HAIRCUTTERS 
508  Kings  Highway 
Brooklyn,  NY  11223 
(716)  336-8955 


January  10,  1990 


TO  WHOM  IT  MAY  CONCERN: 


This  letter  certifies  that  Mr.  Ami  Sharabi  worked  in 
our  company  and  was  paid .a  salary  of  Six  Thousand 
($6,000.00)  Dollars  for  the  year  1969. 


Sincerely, 


Roni  &ftGhar 


y 
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J3i^^S5fv-..i^».' 


federal  Student  6id 


Oh«  NO    IM»«t10 


^,««ly  s>v*  t«l**  ■>'  mlileadlng  Inlonnatlon  on  thit  lonn,  you  may  b«  llnM) 
^,  sant  to  prison,  or  both. 


^  'your*  on  this  lorm  alwys  mean  me  sluflenl  wfto  wants  aid. 

^ctlonA:  Yourself 


Your  name 

Your  permanent  mailing  address 
,'Mail  win  be  sent  to  this  address. 
See  paoe  2  tor  Siaie/Couniry 
aoorevialion.) 

Your  title  fopnonal) 

Ef^Mr. 

□     Mjss.  Ms.,  or  Mrs. 

Your  Stale  of  legal  residence 

Suie 

Your  social  security  number 
l^l5l7Bifel^^  '.I  '  IMl5l 

Your  oate  ot  birtri 
ir.l^  IB  J?|5| 
Month  Day 


_1_J    lAiMiii  I    I    I    I    I    I    u 

First  M.I. 

lRiei?>lPlO|guM     |MV|£IM|U|£|     I  I     I     I     I     I     I     I     I 
Number  and  Sireel  (Include  Apt.  No.) 


|g|HlAIK^Iftlft7l     I     I     I     I     I 
Last 


lAirvi'iciKiLiyKJi    I    I   I    I    I    I    I    I    I     Lm 

City 

7.    Are  you  a  U.S.  citizen? 
D  Yes.  I  am  a  U.S.  diiien. 

C^^o.  t>ui  I  am  an  eligible  nonotizen. 
fSee  m*  Insinxttons  on  papa  2.) 

lal^lHI  S\^\5\D\(,\7\ 


I  I2I3I0I 


Q  No.  neitrwr  ol  the  above. 

(See  rne  instructions  on  page  3.) 

B.    As  ol  today,  are  you  married? 
(Chedf  only  one  box.) 

Q^am  not  mamed.  (1  am  single. 

divorced,  or  widowed.) 
0  I  am  mamed. 
D  I  am  separated  Irom  my  spouse. ' 


Slate  ZIP  Code 

9.    Wnat  year  will  you  be  In  college  in  iMO-91? 
^Cnec*  only  one  box.) 

Q  let  fneivrprenousJ/arranoedco'legeJ 

□  1st  (pnyiously  enenOee  eoOegel 

□  2nd  □  3n5  Q  am 
Q  SIh  or  more  undergraduate 


Q    flral  year  graduate/prolessiorul 
(beyond  a  bachelors  degree) 

Q    Continuing  graduate  or  prolessional 


10.    Will  you  have  your  lirsi  Bachelor's  degree 
belore  July  1.  1990? 


0    Yes 


Q     No 


ectlon  B:  Student  Status 

Yee  No 

1.  a.  Were  you  bom  belore  January  1.  igeT'  D  Q 

b.  Are  you  a  veteran  ol  me  U.S.  Armed  forces?  □  Q 

c.  Are  you  a  ward  ot  the  coun  or  are  both  your  parents  dead?  Q  O 

d.  Do  you  riave  legal  dependents  (orner  man  a  spouse)  that 

lit  the  delinition  in  the  mstruaions  on  page  3?  O  Q 


> 


It  you  answered  "Ysi"  to  any  pan  ol  Question  11 .  go  to  Section  C 
and  Wl  out  the  GRAY  and  the  WHITE  a/eas  on  the  rest  ot  the  torm. 
Skip  questions  12  through  15. 

n  you  answered  "No"  to  every  pan  of  question  11.  and  you  are: 

•  Unmamed  now  (smple.  divorced,  separated,  or  widowed)  and 
will  De  an  undergraouate  student  in  1990-91.  answer  quesbon 
12.   (SKip  questjon  1S.) 

•  Mamed  now  or  will  be  a  graduate/professional  student  in 

1 990-91 .  answer  question  1 S.  (Skip  questions  1 2  through  1 4d.) 


Unmarried    Undergraduate    Students    Only  | 


It  you  answered  "Yea"  to  either  year  in  question  12.  go  to  Section  C.  arid  fill  out  the    BLUE    and 
the  WHrTE  areas  on  the  rest  ol  the  lorni.  (Skip  quesbons  13  through  15.) 

It  you  answered  "No"  to  both  years  m  question  12.  aruwer  quesuon  13  oaiow. 
i.   Beginning  with  the  1987-88  ichool  year,  you  llial  recerved  Federal  student  aid...rC/iecif  only  on*  box:  ».  b.  c.  or  0.  Sm»  ln»trveUon$  on  pafft  3.) 


I.   Old  your  parents  claim  you  as 

an  income  lax  eiempuon?  Yea  No  . 

...imgea?    Q  3 

...In  1989?     3  3  I 


Dlnthe1987-e8schoolyeai.  b.  3  In  the  1988-89  scnool  year.  C  Q   in  the  1989-90  school  year.         d.  3  '"  "*'"^'' *■  ^jf/ ^-    -l 

'  (Answer  Uc  below.  Sfep  (Answer  I4d  below.  Skip 


5lye, 
(Answer  14a  below.  Skip 
quesuons  I4b.  I4c.andi4d.) 


(Answer  14b  tMlow   Skip 
Questions  I4a.  i4c.  and  I4d.) 


questions  14a.  I4b.  and  I4d.)  quesoons  14a.  I4b.  and  I4c) 

4.  ^  4.  ^ 

4a    Did  you  have  totanesources  ol  14b.   Did  you  have  total  resources  ol  14c   Did  you  have  total  resources  ol  14d.   Did  you  have  total  resources  ol 

K  000  or  more  not  induOing  H.OOO  or  more,  not  including                    J4.000  or  more,  not  including                  M.OOO  or  more,  not  including 

parents-  support'  parents'  suppon?                                     parents'  support?                                    parents'  support? 

Yes       No  Vee       No                                              Yee       No                                              Yee       No 

ln19S5?       □         3  ...ln198«?       Q         Q                           ...In  19877     Q         Q                            . . .  In  1988?     Q         Q 

...Inigee?       Q         D  ...in  1987?        Q         Q                           ...In  1988?     □         D                            ...In  19887     Q         U 

It  you  answered  "No"  10  either  year  in  Question  1  ia.  UD.  1 4c.  or  1 4d.  go  to  Seaion  C  and  lill  out  ine    BLUE   and  tne  WHITE  areas  on  the  rest  ol  the  lorm. 

II  you  answered  "Yes"  to  both  years  m  question  ma.  i«B.  14c.  or  l*d.  go  to  Seaion  C  and  Ml  out  the  GRAY  and  tne  WHITE  areas  on  tne  rest  ol  tne  lomi. 


Married    or    Graduate /Prof eaalonal    Studenta    Only  | 


).   Will  your  parents  claim  you  as  an       Yes 
income  lax  exemption  m  1 990?  O 


II  you  answered  "Yes"  to  question  1 5.  go  to  Seaion  C  and  Iili  out  the  BLUE  and  trie  WHITE  areas 
on  tne  rest  ol  irie  lorm. 

II  you  answered  "No"  to  question  15.  go  to  Seaion  C  and  lill  out  tne  GRAY  and  the  WHITE  areas 
on  the  rest  ol  the  lorm. 
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BIZAARE  HAIRCUTTERS 
508  Kirjgs  Highway 
Brooklyn,  NY   11223 
(718)  336-8955 


October  4,  1991 


TO  WHOM  IT  MAY  CONCERN: 


This  letter  certifies  that  Mr.  Ami  Sharabi  worked  in  our 
company  and  was  paid  a  salary  of  Six  Thousand  ($6,000.00) 
Dollars  for  the  year  1990. 


Sijacerely , 
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BIZZARE  HAIRCUTTERS 
508  Kings  Highway 
Brooklyn,  NY   11223 
(718)  335-8955 


June  18,  1992 


TO  WHOM  IT  MAY  CONCERN: 


This  letter  certifies  that  Mr.  Ami  Sharabi  worked  in  our  company 
and  was  paid  a  salary  of  Five  Thousand  Two  Hundred  ($5,200.00) 
Dollars  for  the  year  1990. 


'^""'S.^ 


KcmJl 
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X^oJi^ 
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jpu^    UNCJt^.^.L    cxh  c^^^^aort  ■ 
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Sj£^D|S:r"Dlsr^'°Dl5^"^D|'»»''  D|v"i^^^ 


TO  WHOM  IT  MAY  CONCERN: 

This  letter  certifies  that  Mr.  Ami  Sharabi  worked  in  our  company 
and  was  paid  a  salary  of  Five  Thousand  Two  Hundred  ($5,200.00) 
Dollars  for  the  year  1990. 


Si^cerely^ 


RoniSechar 
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PennStar  Consultants 

225  West  34th  Street/ Suite  1309 
New  York.  NY  10122 
(212)    268-7966 


~.  MlLCvVVvc/"^   I 


August   28,    1990 


TO  WHOM  IT  MAY  CONCERN: 


Dear  Sir/Madam; 


This  letter  confirms  that  Mr.  Jacob  Ginzburg 
worked  in  our  company  as  paid  a  salary  in  the  amount 
of  Ten  Thousand  ($10,000.00)  Dol'lars  for  the  year 
ending  1989. 


Sincerely, 


VJ-^  ^Tj^ . 


Wendy  Griffith 
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PennStar  Consultants 

225  West  34ih  Street/ Suite  1309 
Fax:     (212)    268-7969 


November  15,  1991 


TO  WHOM  IT  MAY  CONCERN; 


Dear  Sir/Madam: 


This  letter  confirms  that  Mr.  Jacob  Ginzburg  worked  in  our 
company  asnd  was  paid,  a  salary  in  the  amount  of  Ten  Thousand 
($10,000.00)  Dollars  for  the  year  ending  1990. 


Sincerely, 

■J. 

Wendy 


idy  Griffith 
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•  1990-91  School  Year 


L \. 4  ^ k   ^ te^ ^^kiw   v~^r«^ 


WARNING:  tr  you  purposely  o'v*  I*'**  or  miftlosding  Informalton  on  this  form,  you  nuy  b«  rir>*d 
SlO.OOO,  »ani  to  prison,  or  t>olh. 


"You"  and  "your**  on  this  lorm  always  mean  ir>e  siuoem  who  wants  aid. 


Section  A:  Yourself 

1.  Your  rume 

2.  Your  permaneni  maiUng  aodress 
(Mail  ivill  be  sent  io  thrs  acKiress. 
See  page  2  lor  Stale/Country 
abbrevialfon.) 

3.  Your  trtle  (optional) 
Q    Miss.  Ms.,  or  Mrs. 


4.    Your  Stale  of  leQaJ  residence 
Suic 


\r.\,  iMizifti.ugici 


I  fia^i>:i-im7i  i<^irip,iciciri   i  i   i  i   i 


_U     UlAICIOlfll     I     I     I     I     i_j 

f»»l  M.l. 


I       I 


Numtwr  and  SirMI  (InduOa  Apt.  No.) 


C<ty 


Suie 


IM)  \P\f\9\ 
ZiPCooe 


Are  vpo 


es.  I  am  a  U.S.  otizerL 

O  No.  but  I  am  an  ebgible  norvsiizen. 
(See  the  inslrvaions  on  page  2,) 


lA'        I       I        I       I        ' 


J_l 


S.    Your  soctat  security  number 


IP  1 8 


Your  dale  of  bulli 

Month  Diy 


JjAjSjI. 


Year 


O  No.  netthef  of  itm  « 

(See  tt>e  nstructtons  on  page  X) 

As  of  today,  are  you  mamed? 
(Check  only  one  box.) 

Q  I  am  not  mamed.  (I  am  stngle, 

^drvorcod.  or  widowed.) 
B  I  am  mamed. 
Q  I  am  separated  from  my  spouse. 


9.     Wnat  year  will  you  be  m  cdtege  tn  1990  91? 

(Check  onty  one  boji.) 

Q  1  si  (never  previously  attenoed  college) 

Q  1  si  (pfevtously  anenOed  coUege) 

Q  2nd  Q  3rd  O   4th 

Q  Stn  or  more  undergraduate 

Q    lirsi  year  graduata/proless*onal 

(beyond  a  bachelors  degree) 
□    Continuing  graduaie  or  prolesstorul 

1 0.    Will  you  have  your  first  Bachelor's  degree 

before  July  1.  1990? 


Q    Yes 


a   No 


Section  B:  Student  Status 

11.  a.  Were  you  bom  betore  January  1.  1967? 

b.  Are  you  a  veteran  of  the  U.S.  Anned  Forces? 

c.  Are  you  a  ward  of  the  coun  or  are  both  your  parents  dead? 

d.  Do  you  have  legal  dependents  (other  than  a  spouse)  thai 
fit  the  defiruiion  in  the  instructions  on  page  3? 


Yes 

O 

a 

a 


► 


II  you  answered  •*Ym"  io  any  pan  of  question  n .  po  lo  Sea-on  C 
and  fill  out  me  GRAY  and  the  WHITE  a/eas  on  the  rest  of  the  tonn. 
Ship  quest)ons  12  through  15. 

If  you  answered  "No"  to  every  pan  of  question  1 1 .  and  you  are: 

•  Unmamed  now  (sinple.  divorced,  separated,  or  widowed)  end 
wtll  be  an  undergrBouate  student  in  1990-91.  answer  question 
12.  (Skip  question  IS.) 

•  Mamed  now  or  will  be  a  graduate/professional  student  in 
1990-91.  answer  question  1 S  (Skip  questions  12  through  14a.) 


12.  Old  your  parents  claim  you  as 

an  income  tax  exemption?  Yes  No 

...IniaaST  Q  Q 

...  In  19897  □  Q 


Unmarried    Undergraduate    Student*    Only  I 


►     II  you  answered  "Ye»"  to  either  year  in  question  1 2.  go  to  Section  C.  and  fill  out  the    BLUE    and 
the  WHITE  areas  on  the  rest  of  lf>e  lorm.  (Skip  qiiestions  13  through  15.) 


It  you  answered  "No"  to  both  years  In  question  12,  answer  question  13  betow. 
13.   Beginning  i«rtlh  the  1907.88  school  year,  you  fial  received  Federal  student  ii±..(Ch»ck  only  one  l>ox:  a,  b,  c,  or  d.  See  Instrvcllona  on  pMge  3.) 


8.  Q  nthe  i9B7-8eschoolyear.         b.  Q  In  the  1988-89  school  year.  c.  □  In  the  1989-90  school  year.         d.  Q  In  neither  a  b  or  c. 

(Answer  14*  below.  Skip  (Answer  14b  below.  Skip  (Answer  14c  below.  Skip  (Answer  14d  below.  Skip 

questjonsi4b.14c.anai4d.)  questions  14a.  1 4c  and  I4d)  questions  14a.  I4b  and  I4d.1  questions  14a.  14b.  and  I4c.) 


(Answer  14b  below.  Skip 

questions  14a.  I4c  and  I4d  )  questions  14a.  14b.  and  14d.) 

4r  4r  4r  4r 

'*■"   ^nS!!!^^lTil?^^°'    '*''"   S^rJSf  J}^i"!i''""!?L^  "'    ''*^   Did  you  have  total  resources  of  14d.   Did  you  have  total  resources  of 
"'""""'''""                           «       ~                                     J4,(X)0  or  more,  not  including  (4,000  or  more,  not  including 

parents'  support?  parents'  support? 

Ye*      Ne  Yes      No 


M  ,000  or  more,  not  indudmg 
parents' support? 

Yes       No 


...ln198S7 
...In  19867 


Q 

D 


S4,000  or  more,  not  including 
parents'  support? 

Ye* 


...iniaes? 

...In  19877 


Q 

a 


Q 

Q 


...  In  19877    D 
.,.  In  19887     □ 


Q 


.  . ,  In  19887     Q 
...In  19897     D 


Q 

O 


•  II  you  answered  "No- to  eHher  year  m  question  14a,  14b,  14c,  or  14d,  goto  SeaionC  and  fill  out  the   BLUE   and  the  WHRt  areas  on  the  rest  of  the  lorm. 

•  «  you  answered  "Ye."  to  both  years  m  question  14a.  14b.  14c,  or  14d,  go  to  Section  C  and  fai  out  the  GRAY  and  the  WHITE  areas  on  the  rest  of  the  lorm. 


Married    or    Craduate/Profcsatonal    Student*    On 


la 


15.  Will  your  parents  daim  you  as  an       Yes 
income  tax  exemption  in  1990?  Q 

EO  FORM  2SS 


No  K 


II  you  answered  "Yes"  to  queslKW  15,  go  to  Section  C  and  fill  out  the  BLUE  and  the  WHITE  areas 
on  the  rest  of  the  lorm. 

II  you  answered  "No"  to  question  15.  go  to  Section  C  and  fill  out  the  GRAY  and  the  WHITE  areas 
on  trie  rest  of  the  lonn. 
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1990-91  School  Year 


CMfe    NO    tkWXMO 


WARNING:  It  you  purposely  give  false  or  misleading  Information  on  this  form,  you  miy  t>«  lined 
SIO.OOO,  sent  to  prisorv  or  botK.  ^^^^ 


"You"  »nd  "your"  on  this  lorm  always  mean  the  sludeni  who  wants  aid. 


Section  A:  Yourself 

1.  Your  name 

2.  Your  permanent  mailing  address 
(Mail  wiu  be  sent  lo  ihis  address. 
See  page  2  lor  State/Country 
abbreviation.  1 

3.  Your  Utle  (optional) 
Q     Mr. 

Q^MiSS.  Ms.,  or  Mrs. 

4.  Your  Siaie  ol  legal  residence 

Sale 

5.  Your  social  security  number 

6.  Your  dale  of  btrth 

Monin  Day 


iG  /i/^?iei6(i>eiGi  I  I  I  I  I  I  I  I  1^1  AiLiKjpi  1  I  I  I  i_j 


Numoer  and  Siieet  (indude  Apt  No.) 

rRiginiDI<|t-|Mi/Oi    I     I    I     I    I 


City 


7.  Are  you  a  U.S.  citizen? 
OKfes.  I  am  a  U.S.  citiien. 

Q  No,  but  I  am  an  eligible  nonotizen. 
(S»e  the  nanjctions  on  page  Z) 

li^l      I      I      I      I      I      I      I      I 

Q  No.  neither  ol  the  above 

(Sm  tha  ratnjOons  on  pape  3.) 

8.  As  ol  today,  are  you  mamed? 
(Check  oniy  one  box.} 

Q  I  am  not  married.  (I  am  tingle, 

divorced,  or  widowed.) 
BT  I  am  mamed. 
Q  I  am  separated  trom  my  spouse. 


±j      L^m      I  m;  1211  191 

State  ZIP  Cooe 

9.    What  year  will  you  be  in  college  In  1990-917 
(Check  only  one  box.) 

Q  tsWnevvr  prei^ious/yanended  co/iegej 

D  1st  (previously  anenoed  colteffej 

Q  2nd  Q  3fd  Q  «in 

Q  5th  or  more  undergraduate 

Q    firsl  year  graduate/prolessional 

(beyond  a  bachelors  degree) 
Q    Cononwng  graduate  or  prolessional 


10.    Will  you  have  your  first  Bachelor's  degree 
before  July  1,  19907 


O    Yes 


□     No 


Section  B:  Student  Status 

Yn 

11.    a.   Were  you  bom  belore  January  1,  19G77  Q 

b.  Are  you  a  veieran  of  tne  U.S.  Armed  Forces?  Q 

c.  Are  ytw  a  ward  of  tne  coun  or  are  tsoth  your  parents  dead?  Q 

d.  Do  you  have  legal  dependents  (other  Irian  a  spouse)  that 

In  the  derinition  in  the  instnjcuons  on  page  3?  Q 


No 

Q 
O 
Q 


> 


If  you  answered  nres"  to  any  pan  o(  question  1 1 ,  go  to  Section  C 
and  Till  out  tne  GRAY  and  the  WHITE  areas  on  the  rest  ol  the  torm. 
Skip  questions  12  through  15. 
If  you  answered  "No"  to  every  part  ol  question  11,  and  you  are: 

•  Unmamed  now  (single,  divorced,  separated,  or  widowed)  and 
will  be  an  undergraduate  student  in  1990-91.  answer  question 
12.  (Skip  question  IS.) 

•  Mamed  now  or  will  be  a  graduata/prolessionaJ  student  in 
1990-91,  answer  question  IS.  (Skip  questions  12  through  14d.) 


Unmarried    UnderSradnate    Student!    Only  | 


12.   Old  your  parents  daim  you  as 

an  income  lax  exemption?  Yea  No  ■ 

...ln198S7      Q  O 

. , ,  In  19B97      Q  Q 


llyouanswered"Y««"loeltheryearinquestion12,  goto  SecoonC.  and  till  out  the   BLUE   and 
me  WHTTE  areas  on  the  rest  ot  tne  lomi.  (Skip  questions  13  through  15.) 

II  you  answered  "No"  to  both  years  in  questxxi  12.  answer  question  13  below. 


13.   Beginning  with  the  1987-88  achool  year,  you  flal  received  Federal  student  aid...fOi«t  only  one  box;  a.  t,  c  or  d.  See  Instniellons  on  page  3.) 

d.  Q  In  neither  a.  b.  or  c 

(Answer  I4d  below.  Skip 


a.  D  In  the  1 967.88  school  year. 
(Answer  14a  below.  Skip 
questions  14b,  14candi4d.) 


b.  a  In  the  1988-89  school  vear. 
(Answer  14b  below.  Skip 
questions  14a.  14c.  and  lad.) 


e,  □   In  tne  1989-90  school  veai. 
(Answer  14c  below.  Skip 
questions  14a.  146,  and  14d.) 

4r 


questions  14a.  140,  and  14c) 
4r 


14a.    Did  vou  have  total  resources  ol    1*t>-    Did  you  have  total  resources  ol    14c.    Did  you  have  total  resources  ol  14d.    Did  you  have  total  resourcas  ol 


$4 .000  or  more,  riot  including 

parents'  support? 

Yes  No 
...In19a57  Q  0 
...ln19S67      □       Q 


V<.000  or  more,  not  including 

parents'  support? 

Yea  No 
...ln198E7  a  Q 
...  In  19877      Q        Q 


(4.000  or  more,  not  including 
parents'  support? 

Yet      No 


...In1»877    Q 
...In  19887     Q 


$4,000  or  more,  not  including 

parents'  support? 

Yet  No 
...in  19887  O  0 
...In1»8«7    Q        Q 


•  M  you  answered  "No"  to  either  year  in  question  14a.  14b,  I4e.  or  14d,  goto  SeebonC  and  BI  out  the   BLUE   and  the  WHITE  areas  on  the  rest  ol  the  torn. 

•  H  you  answered  "Yes"  to  both  years  in  question  14a.  14b,  I4c,  or  I4d.  go  to  SeOion  C  and  fill  out  the  GRAY  and  the  WHITE  areas  on  the  rest  ol  the  lorm. 


Married    or    Graduate /Profeaalonal    Stndenta    Only  | 


1 5.   Win  your  t»rents  claim  you  as  an 
income  tax  exemption  m  1990? 

EO  FORM2S5 


Yet 

□ 


No  w 


n  you  answered  "Yet"  to  question  15.  go  to  SecbonC  and  fin  out  Oie  BLUE  and  the  WHITE  areas 
on  ttie  rest  of  the  lorm. 

II  you  answered  "No"  to  question  IS,  go  to  Section  C  and  fill  out  the  GRAY  and  m^-  WHITE  areas 
on  the  rest  ol  the  form. 
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fKTy\ir^-C>^T  J^ 


C.LS.  INTERNATIONAL  INC. 


TO   WHOM  IT  MAY  CONCERN: 


46  15th  STREET,BROKLYN  N.Y.  11215 

(718)  768-6868 


June   26,    1992 


This  letter  certifies  that  Mr.  Mstityahoo  Brandwine  worked  in 
our  company  and  was  paid  a  salary  of  $7,000.00  for  the  year  1991. 


Sincerely, 
riS^ls'r^^^'^ 
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WARNING:    H  you  purposely  give  talse  or  misleading  Information  on  this  form,  you 

may  be  lineO  SIO.OOO.  sent  lo  prison,  or  both. 
"You"  and  "your"  on  this  lorm  always  mean  the  siuOeni  who  wanis  aid 


Section  A:  Yourself 

1.  Youiname 

2.  Your  pemianent  mailing  address 
(Mall  will  be  seni  lo  ihis  address 
See  paoe  2  tor  State/Country 
abtxeviation.l 

3.  You'  title  (cpiionsi) 

a  Mt. 

Q    MiSS.  Mi.,  or  Mrs. 

4.  Your  State  oi  legal  resiOence 
\f.\  -I 


Last 


I  I   in ^1.0'  1^  I 


First 

I    l/^IM-| 


_LJ    ill 

M.: 
••Ir|     I     I     I     I     I     I 


Number  arxJ  Sueei  (InclLfOe  Apl.  No.) 

\/:\K\(  iM^it  ivi^i  I  I  I  I 


I    I    I    I    I      L 


City 


Siaie  ZIP  Cooe 


State 

5.    Vour  sociaf  secunty  number 


£.    Your  Oate  ol  birth 

|^!i.M  /  1/ 1 

Month  Day 


7.    Are  you  a  US  citizen' 
Q^Yes.  I  am  a  US  omen 

U   No.  bul  I  am  an  eloibie  nonoiizer^. 
(See  the  msiructions  on  page  2.) 

lAI      I     I     I     I     I      I     I      I     I 

U   No.  r>efir>er  oi  irw  above 

(See  ine  insinjctions  on  page  2.) 

6.    As  of  today,  are  vou  marrted? 

(Check  only  one  oox.) 

^   I  am  not  manned  (I  am  smoie. 
divorced,  or  wioowed.} 

\J^  I  am  mamed. 

LJ   I  am  separated  from  my  spouse. 


9.   Wna!  yeaf  will  you  be  m  college  m  1 99i  ■92'' 
(Check  only  one  oox  j 

1  U  1  SI  (never  previously  attended  cotiege) 

:  LJ  isi  {previously  anenaeo  college} 

]  G  2rtd  «  G  3rd  i  G  A\t\ 

»  G  5th  or  more  undergraduate 

T  G  tirsi  year  graduaie^prolessional 
(oeyona  a  bachelors  degree) 

>  G  Coniinuir>g  graduate  or  prolessional 

1 0.   Will  you  have  your  firsl  Bachelor's  degree 
before  July  1.  1991'' 


Yes 


No 


Section  B:  Student  Status 

11.   a.  Were  you  bom  before  January  1.  1966? 

b.  Are  you  a  veteran  o)  the  U.S.  Armed  Forces' 
C.  Are  you  a  ward  ot  the  coua  or  are  both  your  parents  dead? 
d.  Do  you  have  legal  depertdems  {other  than  a  spouse)  that 
fit  the  definition  in  the  instnxlions  on  page  3? 


Yes 

Q 
G 

G 


No 

G 
G 

Q 


G     G 


► 


11  you  ar^wereo  "Yes"  to  any  pan  of  Question  n .  go  lo  Section  C 
and  fill  out  the  GRAY  and  the  WHrTE  areas  on  the  rest  ot  lr>e  torm 
(Skip  questions  12  through  15.) 

It  you  answered  "No"  to  every  pan  of  Question  1 1 ,  and  you  are: 

•  Unmarnefl  now  (sir^ie,  divorcee,  separated,  or  wioowedj  anc 
wilt  be  an  unoergraduaie  siuoeni  in  1991-92.  answer  question 
12.    (Skjp  question  15.) 

•  Mamed  now  or  will  t>e  a  graduaie/prolessional  student  in 
1991-92.  answer  Question  15  .  (Skip  questions  12  through  I4e. 


I  Unmarried    Undergraduate    Students    Only    I 


H  you  answered  "Yes"  to  either  year  m  question  12,  go  to  Section  C.  and  (ill  out  the 
the  WHITE  areas  on  the  rest  of  ttw  lorm.  (Skip  questions  1 3  through  1 5.) 


12.  Did  your  parents  daim  you  as 
an  income  tax  exemption?  Yes     No  ^ 

.ln1B897       G      G    ^ 

_  In  19907       G      G    r        "  y°"  answered  "No"  to  both  years  m  question  1 2.  answer  question  1 3  below. 

13.  Beginning  with  the  1987-88  school  y«ar,  you  finJ  received  Federal  student  Ati... (Check  only  one  Oox.  a.  b.  c.  d.  ore.  See  instrvaions  on  page  3.) 


B.  G  inthel987-e8school    b.  G  in  the  1 986-89  school 


yea*.  (Answer  14b 
below.  SkjpUb. 
I4cl4d.andi4e.) 

14a.  Did  you  have  total 
resources  Of  S4.000 
or  more,  not  induding 
parents' suppon 

Yes  No 
_ln19B57  Q  □ 
_ln198£7     □        Q 


year.  {Answer  14b 
below.  Skip  14a. 
I4ci4d.  and  14e.) 

14b.  Did  you  have  total 
resources  ot  tc.030 
or  more,  not  irtOudmg 
parents'  support 

Yes  No 
_  In  19867  Q  Q 
_  In  19877     □       Q 


C.  Q   in  tne  1989-90  school 
year.  (Answer  14c 
below.  Slop  14a. 
t4b.  14d.  and  14e.) 


1 4c.  Did  you  have  total 
resources  ot  M.OOO 
or  rrxire.  not  ir\cluding 
parents'  suppon 


d.  Q   in  the  1990-91  school 
year.  (Answer  14d 
below.  Skip  Mi. 
Kb.  14c.  and  I4e.| 


14d.  Did  you  have  total 
resources  ol  S4.000 
or  more,  not  ir^udtr^ 
parents'  support 


Yes  No 
.  In  19877  Q  □ 
.  In  19887      Q        HI 


Yes  No 
.  In  19887  □  0 
.  in  19897     G       □ 


e.  ^  in  neither  a.  b.  c.  or 
(Answer  14e  below 
Skip  I4a.ub,  14c. 
and  I4d.) 

14e.  Did  you  have  total 
resources  of  S^.OOO 
or  more,  not  inciudmc 
parents'  suppoa 

Yes       t 
„.  in  19897      G 
_.  In  19907      G 


If  you  arttwered  "No"  to  erther  year  in  question  14a,  I4b.  Uc.  1*d.or  i4€.goto  Seoion  C  and  fillouithe  and  the  WMPTE  areas  on  the  rest  ol  the  lor- 

If  you  answered  "Yes"  to  both  years  m  Question  I4a.  l«b.  lAc.lid.  or  i*e.  go  to  Section  C  and  ftli  out  the  GRAY  and  the  WHrTE  areas  on  the  restcl  the  lorr 


Married    or    Graduate/Professional    Students    Onlv 


1 5.  Will  your  parents  claim  you  as  an 
irwomelax  exemption  in  1991? 
EO  FORM  2SS 


Yes        No 

Q      G 


and  the  WHrTE  area 


n  you  answered  "Yes"  to  question  IS.  go  to  Section  C  arxJ  fill  out  the 
or.  the  res:  of  the  torm 

11  yc  J  answered  "No"  to  question  i5.  go  to  Section  C  and  fill  ou:  the  GRAY  and  the  WHITE  areas  o- 
me  rest  ot  lt>e  lorm. 
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SHERBL  'S  HATS 
4929    13TH  A\/£NUE 
BROOKLYSf,     NY       J 1219 
CT'IB)    436-0581 


December  IB,    1991 


^rrvT^c^'  ' 


TO  WHOM  IT  MAY  CONCERN: 


This   letter  confirms  that  Mrs.    Tali  Kroizer  worked  in  my  company 

and  was  paid  a  salary  of  Eight  Thousand  (SB, 000.00)   for  the  year  of  1990. 


Sincerely, 


471 


V 


i^pplkation   for   r^^^f^'   Student  n«d  '}i 


1991-32  School  Year 

WARNING:   If  you  purpoMly  give  lalM  or  mIslMdIng  Information  on  this  form,  you 

may  b*  fined  {10,000,  sent  to  prison,  or  both. 
"You"  and  "your"  on  thi*  form  always  mean  the  sludeni  who  wants  aid ■ 


•OMM«*w«ovlo 
CM*  •«   lMft«(t« 


Section  A:  Yoursell 


1.  Your  name 

2.  Your  pennanent  mailing  address 
"  (Mail  vnttl  b«  seni  to  this  address. 

See  page  2  lor  Slaia/Couniry 

abbreviatton.] 

3.  Your  title  (optional) 
Q  Mr. 

QPMiss.  Ms.,  or  Mrs. 

4.  Your  State  ol  legal  residence 

Siaie 

5.  Your  social  secunty  number 


i/cuiftii  \z\t\p\  I   I   I   I  I   I   I   I   I  \r\fi\^/\   I   I    I  I   I   u 

Last  P"5t  M.i. 

1/  im<?mi   i,$ioi  I'cin  aacin   i  i   i  i   i  i   i  i    i   i   i   i   i  i 


0J3J 


6.    Your  dale  of  txriti 

I    I    M  '  I '  I 

Montn  Day 


Number  and  Sueei  (Include  Ap;  No.) 

\&\R\0\D  iRUIvlOl     I      I     I      I     I      I 

Cny 

7.  Are  you  a  U.S.  latuen'' 

Q  Yes.  I  am  a  U.S.  cnuen. 

3^c.  but  I  am  an  eligible  noncitizen. 
/See  the  mstruoioru  on  page  2.) 

IJ   No.  nerther  ot  me  above. 

(S»e  the  instructions  on  page  2.) 

8.  As  of  today,  are  you  mamed? 
(Ched(  only  one  txix.) 

LJ   I  ani  not  mamed.  (I  am  single, 
divorced,  or  widowed.) 

[jTam  manied- 

U   I  am  separated  trom  my  spouse. 


_U     Lfiivj     \1\n2\1  171 

Stale  ZIP  Code 

9.  What  year  will  you  t>e  m  college  m  1991-92? 
(Check  only  one  box.) 

1  LI  1st  (never  previously  anenijed  college) 

2  tj  151  (previously  anenaed  college) 

1  Q  2nd  <  Q  3rd  s  Q  4th 

I  LJ  Sth  or  more  undergraduate 

T  U  first  year  graduata'prolessional 
(beyond  a  bachelors  degree] 

I  CJ  Continuing  graduate  or  professional 

10.  Will  you  have  your  first  Bachelors  degree 
before  July  1.  1991? 


Yes 


No 


Section  B:  Student  Status 

11.  a.  Were  you  bom  before  January  1. 1968? 

b.  Are  you  a  veteran  ol  the  U.S.  Amied  Forces? 

c.  Are  you  a  ward  of  the  court  or  are  both  your  parents  dead^ 

d.  Do  you  have  legal  depenoems  {other  than  a  spouse)  trial 
fit  the  definition  in  the  instruaions  on  page  3? 


Yes 
Q 
Q 
□ 


No 

Q 

□ 

a 


Q     Q 


► 


II  you  answered  "Yes"  to  eny  pan  ot  question  n.  go  ic  Section  C 
and  fill  OLrt  the  GRAY  and  lf>e  WHfTE  areas  on  trie  rest  ot  the  lorm. 
(Skip  questions  12  through  15.) 

M  you  answered  "No"  to  every  pan  of  question  1 1 ,  and  you  arc 

•  Unmamed  now  (single,  divorced,  separated,  or  widowed)  and 
will  be  an  undergraduate  siuoem  in  1991-92.  answer  question 
12-    {Skip  question  15.) 

•  Married  now  or  will  be  a  graduaie/prolessional  student  in 
1991-92.  answer  question  15  -  (Skip  questions  12  through  I4e.) 


Unmarried    Undergraduate    Students    Onlj    I 


12.   Did  your  parents  claim  you  as 

an  income  tax  exemption?  Yei     No  ^ 

.In  19897       G      G    ^ 


11  you  answered  "Yea"  to  etther  year  m  question  12.  go  to  Section  C.  and  fill  out  the   COLD  and 
the  WHITE  areas  on  the  rest  olihe  torm,  (Stop  questions  13  through  15.) 


_  (n  19907       G      G    ^      "  V^  artswered  "No"  to  both  years  m  question  12.  answer  question  13  below, 
13.   Beginning  with  the  1987-88  school  year,  you  first  received  Federal  student  aid. ..^Chec*  only  one  box.  a.  D,  c,  d.  or  e.  See  tnsirvctions  on  page  3 } 
a.  G  in  the  1987-88  school     b.  G  m  the  1988-89  school     c  G  m  the  1989-90  school      d.  G  in  the  1990-91  school      e.  G  in  neither  a.  b.  c.  or  d. 


year.  (Ar\swer  14a 
below.  Skip  14b. 

14c.14d.andl4e.) 

1 4a.  Old  you  have  total 
resources  ol  (4.000 
or  more .  no\  including 
parents' suppon 


year.  (Answer  14b 
below.  Skip  14a. 
I4c.  I4d.  and14e.) 

1 4b.  Old  you  have  total 
resources  of  S4.0O0 
or  more,  not  including 
parents' suppon 


year.  (Answer  1 4c 
balow.  Skip  14a. 
I4t).  I4d,  and  I4e.) 

14c.  CM  you  have  total 
resources  ot  S4.000 
or  more.  no\  tnciuding 
parents' suppon 


year.  (Answer  I4d 
below.  Skip  14a. 
14b.  14c.  afKJ  I4e.) 

14d.  Old  you  have  total 
resources  ol  S4.000 
or  more,  not  ir>cludir^ 
parents'  support 


(Answer  I4e  below. 
Skip  14a.  14b.  14C. 
and  I4d.) 

4r 
14e.  Did  you  tuve  total 
resources  of  S4.000 
or  more,  nol  including 
parents'  support 


Ye*  No 
_  In  19877  Q  G 
_ln19S87      Q        Q 

•  If  you  answered  "No"  to  either  year  in  question  14a.  14b.  I4c.  I4d.  or  14e.  go  to  Section  C  and  fill  out  tfie  GOLD  and  me  WHTTE  areas  on  the  rest  of  the  form. 

•  If  you  answered  "Yea"  to  both  years  in  question  1 4a.  1 4b.  1 4c.i  4d.  or  I4e.  go  to  Secbon  C  and  fill  out  ttw  GRAY  and  the  WHITE  areas  on  me  rest  of  the  lorm. 


Yee  No 
_ln19S57  Q  Q 
_ln19867     Q        G 


Ye*  No 
_  In  198e7  Q  Q 
_  In  19877      Q        Q 


Yee      No 

.  In  19887     Q       Q 
.In  19897      Q       Q 


Yes  No 
In  19897  □  Q 
In  19907      Q        G 


Married    or    Graduate /Prof  egslonal    Students    Only    | 


*.  5.  Will  your  parents  claim  you  as  an 
income  laj  exemption  in  1991? 


II  you  answered -Ye»' to  question  1 5 .  go  to  Section  C  and  fill  out  the   GOLD  and  the  WHITE  areas 
Yee        No    ^      Qp  |f,g  rest  of  the  torm. 

LI        LI   r        It  you  answered  "No"  to  question  15.  go  to  Section  C  and  lili  out  the  GRAY  and  the  WHITE  areas  on 
the  resl  ol  the  lorm. 


472 


GOLDEN  FLOW 

166  Berry  Street 

Brooklyn,  New  York 

(718)  963-2000 


June  12,  1990 


TO  WHOM  IT  MAY  CONCERN: 


Dear  Sir/Madam: 


A 


ATDt^ttMe^T  "^JjC 


This   letter   confirms   that  Mr.   Avigdor  Deutsch  worked 
in  our  company  as  a   Supervisor  and  was  paid   salaries   in  the  amount 
of   $7,000.00   for   the  year   1989,. 


Very   truly  yours. 
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cation   for 

1991-92  School  Year 


Federal   Student   fiid 


'  Ow«  NO  «ta»«MC 


WARNING:    tf  you  purposely  give  false  or  misleading  Information  on  this  form,  you 

may  be  fined  S10.OO0,  sent  to  prison,  or  both. 
"You"  and  "your"  on  this  form  always  mean  the  siudeni  who  wants  aid. 


Section  A:  Yourself 

1.  Your  name 

2.  Your  permanenl  mailing  address 
{Mail  will  be  sent  to  Ihts  address. 
See  page  2  tor  Siate/Country 
abbreviation.) 

3.  Your  liHe  (optional) 

Q   Miss.  Ms..  0'  Mrs. 

4.  Your  State  ot  legal  resider>ce 

State 

5.  Your  soaal  secunty  number 

|0|£l7M7lfcW7lwi 


\D\£\u\l\S\c\H\    I    I    I    I    I    I    I    I    I    \-f,\'J\l  \C\2)\o\fi\    I    I    LJ 

Last  f"s'  Ml. 

laisi'ia  incieiAiAoi  ifiAi,giKitjAivi  I  I   I  I   I  I   I  I   I  I 


Number  arxJ  Sireei  (Include  Apt.  No 

lR|g|Olol/<J/-l  Vl^i|    I 


Cny 


1\L\ 


6.    Your  date  of  binh 

iDir  ■  I  [^■Pi'51 

Month  Day  Year 


7.    Ate  you  a  U.S.  citizen? 
O  Yes.  I  am  a  U.S.  atizen. 

Q^  No.  but  I  am  an  eligible  noncniizen. 
(See  trie  instructions  on  page  2.) 

iAPi<?ipi?iai.^i7i7i 

LJ  No.  neither  ot  the  above. 

(S»e  the  instrvctions  on  page  2.) 

6.    As  of  today,  are  you  mamed'' 
(Check  only  one  Pox.) 

O   I  am  not  mamed.  (1  am  single, 
divorced,  or  widowed.) 


Q^a 


I  am  mamed. 
^   I  am  separated  from  my  spouse. 


State  ZIP  Cooe 

9.  wnai  year  will  you  Be  m  college  m  iSSi-SZ' 
(CnecK  only  one  box.) 

1  U  1st  (never  previously  anenaed  college] 

7  Q  1st  (previously  anenaea  college) 

1  Q  2n(!  .  G  3r(<  ;  ~1  4th 

»  U  5th  or  more  unOergraOuate 

7  LJ  first  year  graduaie/proiessional 
(beyond  a  bachelor's  degree) 

t  LJ  Continuing  graduate  or  prolesstonal 

10.  Will  you  have  your  first  Bachelor's  degree 
beloreJuiy  1. 1991? 

Q     Yes         □  No 


Section  B:  Student  Status 

11.  B.  Were  you  bom  baf 01*  January  1. 196S? 
b.  Are  you  a  veteran  of  the  U.S.  Armed  Forces? 
C.  Are  you  a  ward  ol  the  coun  or  are  both  your  parents  dead? 
d.  Do  you  have  legal  dependents  [ottwr  than  a  spouse)  that 
fit  the  definition  in  the  insiructions  on  page  3? 


Yei 
Q 

Q 
Q 


No 
□ 

□ 

□ 


□        □ 


► 


h  you  answered  "Y»«*"  to  any  pan  oi  question  n .  go  to  Seaion  C 
and  till  out  the  GRAY  anfl  the  WHTTE  areas  on  the  rest  ol  tr>e  tomi. 
(Skjp  questions  12  through  15.) 

If  you  answered  "No~  to  every  part  of  question  1 1 ,  and  you  are: 

•  IJnmamed  now  (single,  divorced,  separated,  or  widowed)  and 
will  be  an  undergraduate  student  m  1991-92.  answer  Question 
12.    (Skip  question  15.) 

•  Mamed  now  or  mil  be  a  graduate/professional  student  in 
1991-92,  answer  Quesuon  15  .  (Skjp  questions  1 2  through  I4e.) 


tl  you  answered  "Yee"  to  efther  year  in  question  12,  go  to  Section  C.  and  fill  out  the  GOLD  anc 
the  WHfTE  areas  on  The  rest  ol  the  torni.  (Skip  questions  1 3  through  1 5.) 


Unmarried    Undergraduate    Student*    Only   I 

12.  Did  your  parents  claim  you  as 
an  income  lax  exemption?  Yes     No  L 

^.  (n  1SB97       G      G    ^ 

_.  In  19907       G      Q    r        H  you  answered  "No"  to  twth  years  in  quesiiom2.  artswer  question  13  below. 

13.  Beginning  with  the  1987*68  echool  year,  you  first  received  Federal  student  aid.. .fCrtecu  only  one  box:  a.  b.  c.  ti.  or  e.  See  msrnjaions  on  page  3.) 

a.  Q  in  the  1987-88  school    b.  G  in  the  1988-69  school     C.  G  in  the  1989-90  school      d.  Q  in  the  1990-91  school      e.  Q   in  neither  a,  b.  c.  or  c 


year.  (Answer  14a 

below.  SkiplAb. 

1*c.14d.andi*e.) 

14a.  Did  you  have  total 
resources  ot  $4,000 
or  more,  not  ir^udmg 
parents' suppon 


year.  (Answer  I4b 
below.  Skip  14a. 
140.  I4d.  and  14e.) 

14b.  Did  you  have  total 
resources  of  $4,000 
or  more,  not  including 
parents'  suppon 


year.  (Answer  14c 
below.  Skip  14a. 
14b.  I4d.  and  I4e.) 

4r 

14c.  Did  you  have  total 
resources  ot  V4.000 
or  rr>ore.  not  incJudir^ 
parents'  suppon 


year.  (Answer  I4d 
betow.  Skip  14a. 

14Q.  14c.  and  14e.) 

14d.  Did  you  have  total 
resources  of  £4,000 
or  more,  rwt  including 
parents'  suppon 


(Answer  14e  t>elow. 
Skip  14a.  14b.  14c. 
and  I4d.) 

4^ 

Me.  Did  you  have  total 
resources  ol  K.OOO 
or  more,  not  including 
parents'  support 


Yee     No  Yea      No  Ye>      No  Yei      No  Yei      N 

_ln1»8S7     Q       Q  _  In  19867      Q        Q  _  In  19877      Q       Q  _  In  19887      Q       Q  _.  In  19887      Q        C 

_ltH9S67     Q       Q  _  In  19877      □        D  _  In  19887      □       Q  _  In  19897      □        □  „  In  19907      Q        L 

•  H  you  answered  "No"  to  either  year  in  question  14a.  Ub.  14c.  14d.  or  14«.  go  to  Section  C  ar>d  fill  out  the  GOLD  and  the  WHrTE  areas  on  the  rest  ol  me  lorrr 

•  If  you  answered  "Yet"  to  both  years  in  question  1 4a.  1 4b.  1 4c.1 4d.  or  1 4€,  go  to  Section  C  and  fill  out  the  GRAY  and  the  WHfTE  areas  on  the  rest  ol  the  lomi 

I  Married    or    Graduate /Prof  esglonal    Studentg    Only    I 


15.  Will  your  parents  ciain.  you  as  an        *' 
income  tax  exemption  in  1991^  Lj 

EO  FOP"  ??;■; 


It  you  answered  "Yes"  to  question  15.  go  to  Section  C  and  fill  out  the  GOLD  and  the  WHITE  areas 
on  the  rest  of  ttie  lorm. 

II  you  answered  "No"  to  question  1 5.  go  to  Section  C  and  fill  out  the  GRAY  and  the  WHITE  areas  or 
the  rest  ot  the  torm 
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fippiication  for  Federal  Student  fiid 


Owe  NO  tMo«iie 


1990-91  School  Year 


IwARNING:   M  you  purposely  gWe  Ulse  or  misleading  inlormatlon  on  this  lorm,  you  may  t>«  fined 
I  510.000,  aenl  to  prison,  or  bolh. ^ 

"You"  and  "your"  on  this  lorm  always  mean  the  siudeni  who  wanis  atd. 


Section  A:  Yourself 

1.   Your  fame 

2-   Youf  permaneni  mailing  address 
(Mail  will  be  seni  10  this  aodfess. 
&«e  page  2  ior  State/Country 
abbreviation  ) 

3.  Your  mie  (optional) 

Q    Miss.  Ms  .  of  Mrs. 

4.  Your  Siaie  ol  legal  residence 

Staii 


5.  Your  soaal  security  njmber 

6.  Your  dale  ot  binh 


Montti 


\Ti\£xcnr\S\c\M\  I   I  I   I  I   I  I   I   I  i/?ir/in^iz>i^i/?i  I   I  LJ 


I   I   I  I   I 


Number  arvJ  Sireei  (trxriude  ^i.  No.) 

\'?.\ll\o\o\k\L\^\'^\    I    I    I    I    I    I    I    I    I     \^\1\     \i^'  \?\ 2\f\ 

'r**-' ' "^        '      '  '  C.^ia  7lD  TftrtA 


City 


7.  Are  you  a  U.S.  cmier*? 

Q   Yes.  I  am  a  US.  olizen. 

B^o.  bui  1  am  an  eligible  noricrtizen. 
fSee  rfte  »nsrfuct/ons  on  page  2} 

Q  No.  r>eitr>er  ol  tr>e  above. 

(See  me  mstrvatons  on  page  3.) 

8.  As  ot  today,  are  you  mamed? 

(Check  only  one  box.) 

O   t  am  not  mamed.  (■  am  single. 

divorced,  or  widowed.) 
U   I  am  mamed. 
O   1  am  separated  trom  my  spouse. 


Stale  2io  Code 

9.    What  yea'  will  you  be  m  college  in  ISSO-SI** 
(Check  only  one  DoxJ 

O  1  St  (neyer  previousty  anenaed  college) 

O  1  s(  iprevtously  anenaeti  college) 

O  2nd  0  3rd  Q  4th 

Q  Sth  or  rrwre  unoergraduate 

Q    lirst  year  graOuate/protessioral 

(beyond  a  bacneior's  degree) 
Q    Contiriuif^  graduate  or  proies&ior\al 


10.    Will  you  have  your  first  Bachelofs  degree 
before  July  1.  1990? 


Q    Yes 


O     No 


Section  B:  Student  Status 

Ym  No 

11.   8.   Wereyou  bom  before  January  1.  1967?  Q  □ 

b.  Are  you  3  veteran  of  me  U.S  Armed  Forces?  Q  □ 

c.  Are  you  8  ward  ol  me  coun  or  are  boiri  your  parenis  dead?  O  Q 

d.  Do  you  have  iegai  dependents  (Oder  Ihan  a  spouse)  mat 

In  the  definition  m  trie  instructions  on  page  3?  0  0 


> 


II  you  answered  "Yes"  lo  any  pan  ol  Question  n .  go  to  Seaion  C 
and  (ill  oul  tr>e  GRAY  and  the  WHfTE  areas  on  tr>e  rest  ol  ttw  form. 
Siup  questions  12  through  IS. 
II  you  answered  "No"  to  evwry  pan  ot  question  1 1,  and  you  are 

•  Unmarned  now  (single,  divorced,  separated,  or  widowed)  and 
will  be  an  undergraduate  student  in  1990-91.  answer  question 
12.  (Skip  quesuon  IS.) 

•  Mamed  now  or  will  be  a  graduaie/prolesstonat  student  tn 
1990-91.  answer  question  IS.  (Slup  questions  12  through  I4d.) 


Unmarr 


icd    Undergraduate     Students    Only  | 


12.  Old  your  parents  ctaim  you  as 

an  income  lax  exemption''  Yea  No  i 

...  In  1986?  Q  Q 

...im9B9?  Q  Q 


If  you  answered  "Yet"  to  either  year  m  question  12.  go  to  Section  C.  and  tiU  oul  the    BLUE    and 
the  WHrTE.areas  on  the  rest  ot  the  lorm.  (Skip  quesi>ons  13  through  15.) 

H  you  answered  "No"  to  both  years  in  question  12.  answer  quesuon  13  below. 

13.  Beginning  with  the  1987.fi8  echool  year,  you  Hal  recewed  Federal  student  aid.../C/i#cfc  only  one  box:  a.  t.  c,  or  d.  See  Instrudiona  on  page  3.) 

a    ain!hei9B7.eeschooWear.  b,  Q   In  me  l988-e9  school  year.  c.  3  In  the  1969-90  school  vear.         d.  □  m  nertr»er  a.  b.  or  c. 

(Answer  14a  below.  £wp  {Answer  14b  below,  Stup  (Answer  14c  below.   Stup  (Answer  14d  below.   Skip 

quesUonsKb  I4c.anai4d.)  questions  l4a.  I4c.  and  l4d.)  questions  1*4.  I4b.  and  I4d.)  questions  14a.  I4b.  and  I4c) 

^  4.  ^  4.  , 

14*.   Old  you  have  total  resources  ol  1*b.    Did  you  have  total  resources  ol  14c    Did  you  have  lotal  resources  ol  14<1.   DO  you  have  toul  resources  ol 

a  OOOormore  nolincJuding  i<.000  or  more,  not  including                    S4.000  or  more,  nol  including                  M.OOO  or  more,  noi  including 

parents'  support''  parents'  suppon?                                  parents'  support?                                 parenis  support? 

Yee       No  Y«»       No                                              Ye»       No                                              Vet       No 

InlSBS?       Q         Q  ...In  19867        Q         Q                          ...  In  19877     Q         □                            ...In  19887     □         Q 

!!!ln198e7       Q         Q  ...In1«877        Q         □                          ...In19887     Q         □                            ...10  19897     Q         3 

•  n  you  answered  "No"  to  ellher  year  in  question  i«a.  14b.  i«c.  or  14d.  go  lo  Seoion  C  and  fill  oul  Ihe    BLUE   and  me  WHITE  areas  on  the  rest  ol  me  lorm 

•  II  you  answered  "Yes"  lo  both  years  in  question  i<a.  14b.  I4c.  or  I4d.  go  to  Seaion  C  and  fill  out  me  GRAY  and  the  WHITE  areas  on  the  rest  ol  the  lorm. 


Married    or 


Graduate/Professional    Student*    Only  | 


15.  Will  your  parents  claim  you  as  an       Yes 
income  tax  exemption  in  1990?  ^ 

EO  FORM  255 


No  ^ 

a  r 


II  you  answered  "Yes"  to  Question  IS,  go  to  Seaion  C  and  (ill  out  the  BLUE  and  the  WHtTE  areas 
on  the  rest  ot  the  lorm, 

II  you  answered  "No"  to  question  1 5.  go  to  Seaion  C  and  Mi  out  the  GR A  V  and  Ihe  WHfTE  areas 
on  the  rest  ol  the  torm. 
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BAIS  FRUMA 

4601  ■  HTH  AVENUE 
BROOKLYN.  N.Y.  11219 


Last  Name  ."T)  £:  ^  7 dT"// 


PERSONAL  DATA  FORM 

Social  Security  No  \'^\5\7\7\  <^l  7  I  ^  /  f  i /- 


First  Narrie     AUf^hC-^ 


First  Name  (Hebre»v)_ 
Hebrew 


City   f^GrZ^^-^^        State  /Q     y      Zip  //^  3',-)~ 


birtti  (Country) 


//^/tV^W^^^ 


Spouse  First  Name:  Enolish     /.BA 

Date  01  binh    \d\  I  \-  l/l^l-  lA'l.^l  Place  ol  t 

US  Citizen?  Yes  Q     No  Q^Green  Card'   YestT^NoQ     A«  a    :?  9     <^<l?      "^7 

Name  ol  Higfi  School  (Yeshiva)  attended 

Address 

Single 


From 


Married 


^Z- 


Widowed 


To 

Divorced 


Year  Graduated_ 
Separated 


Do  you  wish  to  apply  tor  financial  aid?    Yes  Q      No  Q 

How  many  dependent  cfiildren  do  you  tnave? How  many  last  year? 

Were  you  ever  enrolled  in  trie  Federal  Pell  Grant  Program?  Yes No 

Ttirougti  wtiich  institution? Do  you  have  G.S.L  ?_ 

Are  any  ol  your  lamily  members  partaking  in  the  Federal  Pell  Grant  Program?  Yes No 

II  "Yes*,  how  many? Through  which  institution' 


DEPENDENT  STUDENTS 

II  you  are  single  and  your  parents  support  you  what  is  their  income? 

Did  they  file  an  income  tai  return? How  many  dependents  did  they  dajm?_ 

II  Ihey  did  not  file,  list  their  income  tor  1989: 
Salary Wellare 


Section  8 

What  are  your  parents  names?    Father_ 
Parents  address; 


.  Food  Siamps_ 


_  Social  Security_ 


Kollel 


Other 


Mother 


.  City_ 


State 


.Zip_ 


Parents  present  mantal  status?    Q    Single     Q  Mamed     Q  Widowed     Q  Divorced     Q  Separated 
How  old  IS  the  older  parent? 


Do  they  own  a  house/co-op?_ 


What  IS  the  mortgage  balance  ?_ 


If  "Yes"  what  is  its  current  value '_ 
l(  "No"  what  IS  its  annual  renf 


Did  your  parents  have  tuition  expenses  lor  their  children  in  elementary  or  high  scnool''_ 

II  "Yes"  how  much  did  they  pay 

Did  your  parents  have  medical  expenses  not  covered  by  Insurance? 

What  a/e  their  cash  savings  and  investments? 

How  much  savings  do  you  have' . 


Do  your  parents  owr  i  busineEE?_ 


If  "Yes"  how  much  is  it  worth' 


How  much  did  you  eam'_ 


Did  you  have  any  income  besides  your  parents  support' 

Will  yoj:  parents  iaim  you  s  a  dependent  on  their  1990  tax  return?  Yes or  No II  "Yes"  attach  parents  lom  1989. 
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•<i-':'.; 


RESIOEMT   AH  E  M 

I  ■■  -■'   I  -  ''-    '■  "     '  •-    ■ 

OEUTSCH,AVIG0OR 


.01J.fi  MS 


!377      .        .  ■ 


•^ 


r'iii  -;•■?•.• 


•  t 

,'•  -'^ 

:.';^^  •.. 

■  .»!.' 

■:."-."vt-;"V. 

rj,:a.-._.-. 

{A^ioii???  u  so  aMSMua7.ii 


\^i;£^j:{Jt-^.; :_:!_. 


^^?£  <^l 


TO  WHOM  IT  MAY  CONCERN: 


Dear  Sir /Madam: 
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fTrp»rc«w\g»^T  "TT" 


GOLDEN  FLOW 

166  Berry  Street 

Brooklyn,  New  York 

(718)  963-2000 


October  <,  1991 


This  letter  confirms  that  Mr.  Avigdor  Deutsch  worked  in  our 
company  as  a  Supervisor  and  was  paid  salry  in  the  amount  of  $7,000.00 
for  1990. 
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KANSAS  INDEPENDENT  COLLEGE  ASSOCIATION 

515  Capitol  Federal  Building.  700  Kansas  Avenue.  Topelu>.  iCan&u  66603 
Telephone  (913)  235-9677  •  FAX  (913)  235-1437 


Scwtt  PefiMiwnt  Sabconmrttee 

ROBEJJT  N.  KELLY.  £xea;flve  DIreaor  ^  ln«5»igrtioiB 

October  26, 1993  EXHIBIT  ft ^" 


The  Honorable  Sam  Nunn 

Chairman 

United  State  Senate 

Permanent  Subcommittee  on  Investigations 

100  SROB 

Washington  D.C.  20510 


Dear  Senator  Nunn; 


Along  with  many  of  my  colleagues  in  higher  education,  I  am  pleased  that  your 
Subcommittee  on  Investigations  is  going  to  study  the  Pell  Grant  program.  The 
subcommittee  provided  helpful  information  to  policy  makers  and  higher  education  leaders 
through  its  review  of  abuses  in  the  student  loan  programs.  It  is  probable  you  will  have  a 
similar  constructive  effect  on  the  Pell  Grant  program. 

Even  more  so  than  the  student  loan  programs,  the  Pell  Grant  program  has  a  built-in 
potential  for  abuse.  There  is  no  obligation  to  repay  which  created  the  default  data  trail  of 
student  loan  problems.  The  Pell  Grant  program  contains  many  of  the  problem  areas  of  the 
student  loan  programs  (e.g.  unsatisfactory  programs,  unqualified  students,  falsified  records, 
inadequate  accreditation)  without  the  excessive  complexity. 

The  Pell  Grant  area  of  abuse  that  I  would  like  to  highlight  involves  the  recipient  at  a  low- 
cost  institution  often  receiving  funds  far  in  excess  of  tuition,  fees,  and  other  educational 
expenses.  A  full-time  community  college  student  could  have  annual  educational  expenses 
of  S800  a  year  while  receixing  a  Pell  Grant  of  S2,300,  a  difference  of  Sl,500.  This  amount 
represents  a  significant  incentive  to  students  to  abuse  the  system.  Anecdotal  evidence 
that  this  is  occurring  is  common  place;  real  data  are  harder  to  find. 

However,  ED's  own  study  of  why  last  year's  shortfall  in  the  Pell  appropriation  occurred 
sheds  light  on  this  abuse.  Although  the  ED  study  concluded  that  the  shortfall  was  caused 
almost  entirely  by  economic  factors  with  the  time  lag  on  estimating  and  an  overall  increase 
in  enrollment  also  dted,  there  were  other  results  from  that  study  that  deserve  consideration. 


BAKER  UNIVERSITY  /  BrNEDICTINIi  COLLcGH  /  gJiHArv/V  COLlt SE  /  EElHrl.  COOESi  /  CEMRAL  COLiiSE 
/  DONNEUV  COLLESE  /  FRIENDS  UNIV/ERSITY  /  HESSION  COLLEGi  /  KANSA':  N9MMAJ:  COLi£G£  / 
KANSAS  V.-iSLEVANUNVERSriV/McPHERSON  COLLEGE /MO  AMERICA  NA?M<=NrCOUJ£=/OTTAW,. 
UNIVER-".'  /  SAINT  MAIVV  COLLEGE  /  S0UtH'/;E5T£RIJ  COLLEGE  /  STERLING  COLLEGE  / TAoOR  COLLEGE 
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These  findings  are:  (a)  there  was  no  indication  that  the  Pell  population  became  poorer  in 
recent  years;  (b)  the  PelJ  enrollment  increases  were  concentrated  at  public  nvo-year 
institutions  and  barely  increased  at  proprietary  schools;  and  (c)  the  increase  in  applications 
occurred  in  unusually  large  numbers  at  the  end  of  the  application  period.  These  three 
facts  should  cause  pause  before  accepting  the  study's  economic  condition  conculsion.  If 
economic  factors  are  the  most  important  why  did  the  applicant  pool  not  get  poorer,  why 
did  proprietary  school  applications  not  increase  while  community  college  eru-ollments 
increased  dramatically,  and  why  did  the  large  number  of  late  applications  occur  when 
economic  conditions  did  not  worsen  during  the  year?  The  motivation  would  appear  to  be 
the  opportunit}-  to  receive  caslv  rather  than  an  education.  In  addition,  it  would  be  helpful 
to  learn  whether  these  unprecedented  late  commuiuty  college  applicants  were  concentrated 
at  specific  colleges.  If  so,  admissions  policies  of  these  colleges  deserve  scrutiny. 

A  related  problem  is  determining  whether  PeL  Grants  at  low-cost  colleges  are  being  used 
to  further  the  education  of  students.  The  open-endedness  of  Pell  Grant  eligibility  might 
encourage  students  to  enroll  for  numerous  semesters,  at  a  part-time  or  full-time  status, 
without  any  intention  of  matriculating.  Loose  "abihty-to-benefit"  provisions  coupled  with 
relaxed  satisfactory  progress  rules  could  result  in  long-term  PeU  Grant  eligibilitj'  with 
minimal  educational  gains. 

If  your  study  indicates  that  the  wealth  of  anecdotal  evidence  concerning  individuals  using 
the  Pell  Grant  program  to  obtain  cash  is  true,  I  would  hope  that  you  recommend  to  change 
the  program  to  emphasize  meeting  educational  expenses  first.  Possibilities  could  include: 
(a)  students  having  to  complete  successfully  a  certain  number  of  credit  hours  before  being 
allowed  to  receive  additional  Pell  Grant  funds  in  excess  of  direct  educational  expenses;  (b) 
students  receiving  monthly  disbursements  of  any  PeU  Grant  funds  in  excess  of  direct 
education  costs;  and  (c)  students  being  limited  to  twelve  semesters  of  eligibility'  at  four- 
year  institutions  and  six  semesters  at  two  year  institutions.  A  more  radical  approach  would 
change  Pell  Grants  into  a  campus-based  program  where  the  allocation  formula  would 
include  matriculation  rates  as  a  criterion. 

I  appreciate  the  opportunity  to  share  with  you  this  one  area  of  likely  Pell  Grant  abuse. 
Please  contact  me,  if  you  have  any  questions  or  would  like  to  discuss  this  or  other  issues. 


'^^"cerely  vours 


'l}i 


Robert  K.  Kelly 
Executive  Director 
RNK/csr 
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Senate  Perni»i»eirt  Sabcommittee 
on  Investigations 

Brustein  &  Manasevit  ""'"'^  * — 


attorneys  at  law 
3105  South  Stbeet.  N.W 
Washington.  D  C.  20007 

(S02I  965  3652 
FAX  #  I202I  965-8913 


October  27,  1993 


Senator  Sam  Nunn 

Chairman, 

Senate  Permanent  Subcommittee  on  Investigations 

of  the  Committee  on  Governmental  Affairs 

SR-100  Russell  Senate  Office  Building 

1st  &  C  Streets,  N.E. 

Washington,  D.C.  20510 

RE:  STATEMENT  OF  THE  COUNCIL  OF  JUDAIC  SCHOOLS 

Dear  Senator  Nunn: 

TTie  Council  of  Judaic  Schools  requests  that  this  statement  be  entered  as  part  of  the 
formal  record  of  the  Hearings  of  the  Permanent  Subcommittee  on  Investigations  Concerning 
Abuses  in  the  Federal  Pell  Grant  Program.  We  also  request  that  it  be  read  aloud  at  the 
October  28,  1993  bearing,  prior  to  its  entrance  into  the  record. 

On  October  18,  1993,  the  U.S.  Department  of  Education  issued  identical  letters  to 
more  than  20  Orthodox  Jewish  institutions  located  in  New  York  City.  These  letters 
questioned  the  propriety  of  each  schools'  continued  eligibility  to  participate  in  student 
financial  assistance  programs  on  the  basis  of  theii  identification  as  "avocational"  by  their 
accrediting  agency. 

In  response  to  this  letter  of  October  18,  more  than  half  of  these  schools  have  formed 
the  Council  of  Judaic  Schools  (the  Council)  to  respond  collectively  to  what  we  believe  is  a 
severely  misguided  attempt  by  the  Department  of  Education  to  terminate  numerous  post- 
secondary  Judaic  institutions  from  participation  in  the  Title  IV  programs  due  to  the  alleged 
misdeeds  of  a  few  individuals  and  institutions. 

The  Department  has  previously  reviewed  each  of  the  Council  schools  and  has 
determined  that  they  all  meet  the  eUgibility  criteria  for  participation  in  federal  student 
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financial  aid  programs.  Since  the  Council  schools  were  firsi  grantee  eligibilit>',  the 
Department  has  been  fully  aware  of  the  nature  of  the  schools'  prog-ams  and  the  nature  of 
the  credentials  offered  and  has  consistently  considered  the  schools  and  their  programs  as 
eligible  for  participation  in  the  Title  IV  programs.  TTiere  have  been  no  changes  in  recent 
years  in  the  member  schools'  programs  nor  in  the  Department's  eligibility  criteria. 

The  eligibility  regulations  further  require  that  institutions  be  accredited  by  a  nationally 
recognized  accrediting  agency.  Each  of  the  Council  schools  is  duly  accredited  by  ACCET. 
The  Department's  letters  of  October  18,  1993  question  this  accreditation  because  ACCET  has 
internally  classified  the  member  schools  as  avocational.  leading  the  Department  to  conclude 
that  such  classification  is  intended  to  determine  whether,  under  federal  standards,  the  member 
schools  provide  training  to  prepare  students  for  gainful  employment  in  a  recognized 
profession. 

In  a  letter  to  the  Department  of  Education  dated  August  25,  1993,  ACCET  quoted  the 
text  of  a  resolution  adopted  at  its  August  10-13,  1993  meeting.  The  text  of  that  resolution 
states: 

[T]he  [ACCET  Accrediting]  Commission  has  never  considered  such 
classifications  [i.e.  avocational\vocational]  to  be  a  prospective  indicator  of  the 
institution's  future  application  to  the  U.S  Department  of  Education  for 
eligibility  and  certification  for  Title  I'V  funding  access  nor  the  likelihood  of  the 
Department's  approval  of  such  an  application. 

The  referenced  paragraph  confirms  our  understanding  that  while  ACCET  accreditation 
satisfies  the  requirement  of  the  Higher  Education  Act.  and  the  Department's  related 
regulations  respecting  accreditation  "by  a  nationally  recognized  accrediting  agency  or 
association,"  ACCET's  internal  classification  scheme  has  not  been  and  is  not  intended  to  be 
dispositive  of  whether  an  institution  meets  any  of  the  other  eligibihty  requirements  set  forth 
in  the  HEA. 

We  are  pleased  with  the  Subcommittee  investigations  into  the  lax  oversight  and  review 
procedures  of  the  Department  of  Education.  TTie  Department's  apparent  poor  management 
of  the  Pell  Grant  program  has  resulted  in  damages  to  everyone  involved  in  Title  IV;  many 
truly  needy  students  have  received  less  funds  than  they  are  rightly  entitled  to  and  the 
reputations  of  many  honest  institutions  have  been  questioned  or  inadvertently  implicated. 
However,  the  Council  of  Judaic  Schools  is  concerned  that  the  Department  should  not  be 
allowed  to,  once  again,  take  the  path  of  least  work  and  least  resistance. 

Each  of  our  Council  schools  is  proud  of  its  hislorv  and  the  educational  services  il 
provides.  We  have  always  approached  our  responsibilities  to  our  students  and  to  the  federal 
government  seriously  and  we  are  grateful  that  the  Pell  Grant  program  has  enabled  many  of 
our  communities'  neediest  students  to  receive  an  education  which  they  would  otherwise  be 
unable  to  pursue.  "The  problem  is  that  the  Department  of  Education,  and  perhaps  the 
Subcommittee  as  well,  is  utilizing  evidence  submitted  by  a  few  individual  institutions  against 
all  similarly  situated  Judaic  institutions.       The  Council  believes  that  the  Department  of 
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Education,  through  its  letiers  of  October  18,  1993,  its  actions  thus  far,  and  its  anticipated 
testimony  at  the  hearing,  is  tarnishing  numerous  quality'  institutions  with  a  broad  and  sweeping 
stroke. 

The  Department's  letter  was  dated  October  18,  1993  and  received  by  most  of  the 
institutions  on  October  19  or  20.  Yet,  before  the  institutions  had  even  received  notification 
of  the  Department's  belief  that  a  potential  problem  existed,  the  Department  of  Education 
released  this  information  to  the  press.  Numerous  articles  appeared  in  New  York  papers  on 
October  18,  19  and  20  using  language  such  as  "fraud,"  "abuse"  and  "scam."  And,  on  the 
October  20,  as  the  schools  were  first  receiving  word  of  the  with  this  potential  problem,  the 
newspapers  were  able  to  provide  a  list  of  the  schools  that  had  received  the  October  18.  1993 
letter  under  a  title  "Feds  see  scam,  pull  rabbinic  school  funds."  Additionally,  Department 
officials  overly  inclusive  made  statements  to  the  press.  Most  notably.  David  Longanecker,  the 
Assistant  Secretary  for  Post-secondary  education  stated,  with  regard  to  all  21  schools.  "This 
clearly  was  a  scam  ...  It  clearly  was  a  way  to  rip  off  the  federal  government." 

Obviously,  we  consider  it  an  unfair  and  underhanded  practice  of  the  Department  of 
Education  to  provide  this  information  to  the  press  before  providing  it  to  the  schools.  The 
Department's  regulations  specifically  set  forth  the  procedures  which  must  be  followed  before 
an  institution's  ehgibility  to  participate  in  any  or  all  Title  IV  HEA  programs  may  be 
terminated.  Clearly  these  procedures  should  be  followed  before  the  institutions  are  tried  in 
the  press. 

The  Judaic  Council  is  outraged  by  this  behavior  on  the  part  of  key  Department 
officials.  It  is  no  secret  that  public  perception  is  of  great  concern  to  everyone  in  this  country. 
This  is  particularly  true  to  religious  minorities,  especially  one  so  foreign  to  most  Americans 
as  the  ultra  orthodox  and  Hasidic  Jewish  populations.  We  encourage  the  Subcommittee's 
continued  review  into  the  failures  of  the  Department  of  Education.  As  long  as  the 
Department  is  permitted  to  characterize  the  offenses  of  some  as  the  offenses  of  all,  the  work 
of  honest  institutions  and  organizations  such  as  our  members  will  be  hindered. 


Leigh  M.  Manasevit      //~  ^ 

Counsel 

Council  of  Judaic  Schools 
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November  23,  1993 


The  Honorable  Sam  Nunn 

Chairman 

Permanent  Subcommittee  on  Investigations 

United  States  Senate 

Washington,  D.C.   20510 

Dear  Mr.  Chairman: 

On  October  27,  during  the  course  of  my  testimony  before  your 
Subcommittee,  I  stated  that  I  understood  that  less  than  one-half  of  1 
percent  of  all  Pell  Grant  funds  was  in  question.   You  asked  me  to 
provide  an  analysis  of  the  figure  I  cited.   I  am  pleased  provide  that 
information  for  the  record. 

The  day  before  the  hearing  (October  26) ,  the  Department  of 
Education  advised  my  staff  that  the  21  Yeshiva  schools  under 
investigation  had  received  a  total  of  $238  million  in  Pell  Grant  funds 
since  the  program  began  through  the  1992-93  academic  year. 

The  Department  further  indicated  that  Molloy  College  has  received 
almost  $6.7  million  in  Pell  Grants  for  students  enrolled  in  the  Recent 
Immigrants  associate  degree  program  in  question  through  the  1992-93 
academic  year. 


Thus,  in  the  investigation  of  the  21  Yeshivas  and  Molloy, 
approximately  $245  million  in  Pell  Grant  funds  have  been  called  into 
question.   This  represents  less  than  one-half  of  one  percent  of  the 
total  $64.2  million  appropriated  for  Pell  Grants  over  the  program's 
history . 


Warm  regards. 


Ev^r  sin 
xl3iborn 


n^  Pell 


tiborr 
Chairman 

Subcommittee  on  Education, 
Arts  and  Humanities 
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Nunn  1:  This  Subcommittee  has,  three  years  after  its  last  investigation,  once  again 

found  serious  problems  in  the  way  the  Department  has  managed  the  student  nnancial 
assistance  programs.    Given  the  magnitude  of  those  problems,  how  long  will  it  be  before 
the  Department  has  these  multi-billion-dollar  programs  under  control? 

We  believe  that  significant  progress  has  been  made  in  the  management  of  the  student 
assistance  programs.    We  are  successfully  implementing  the  Federal  Direct  Student  Loan 
Program,  which  promises  to  be  a  significant  reform  in  the  way  student  loans  are  delivered. 
In  addition  to  this  reform,  we  are  addressing  the  areas  of  gatekeeping,  identifying  high-risk 
schools,  reducing  duplication,  increasing  and  improving  program  reviews  and  cu.<;:omer 
service,  upgrading  staff,  developing  an  in-depth  tracking  system,  and  developing  valid 
sampling  techniques. 

We  are  improving  the  integrity  triad  by:  closely  monitoring  accrediting  agencies  that  are 
failing  to  effectively  identify  and  take  corrective  actions  against  problem  schools;  by 
developing  a  new  system  for  identifying  potential  problem  schools  through  using  an  expanded 
selection  criteria  process  that  evaluates  weaknesses  of  institutions  and  their  program 
administration;  and  in  addition  to  developing  an  automated  reimbursement  payment  system  to 
closely  monitor  the  expenditure  of  funds  at  institutions  that  are  potential  problem  schools,  we 
are  studying  the  potential  of  an  escrow  system  to  monitor  the  loan  funds  at  those  same 
schools.    Further,  we  have  initiated  steps  to  concentrate  review  activities  and  eliminate  the 
time  consuming  activities  at  schools. 

We  are  starting  a  customer  service  initiative  to  provide  technical  assistance  to  institutions, 
parents,  students,  and  others.    This  service  will  be  activated  in  all  ten  regions  and 
headquarters.    We  will  provide  1-800  telephone  numbers  for  customers  to  call  directly  to 
speak  with  knowledgeable,  professional  staff  who  will  have  an  interactive  computer  systems 
link  with  headquarters. 

We  are  developing  a  training  academy  within  the  Institutional  Participation  and  Oversight 
Service.    This  academy  will  improve  the  quality  and  effectiveness  of  our  regional  and 
headquarters  staff.    We  will  staff  the  academy  with  professional  instructors/media  specialists 
and  experienced  student  financial  assistance  program  professionals. 

We  are  developing  a  tracking  system  to  monitor,  evaluate,  and  resolve  critical  areas  within 
the  Institutional  Participation  and  Oversight  Service.   This  system  is  designed  to  address 
situations  before  they  become  problems. 

We  are  eliminating  unnecessarily  time-consuming,  paper-intensive  functions  from  the 
positions  of  our  regional  reviewers;  adding  specialized  staff;  and  providing  an  interactive 
system  for  our  review  staff  to  follow  cases  and  work  with  headquarters  staff.    We  will  be 
increasiing  the  number  of  institutional  reviews  in  1994  by  33  percent. 

We  are  concentrating  our  regional  lender  reviews  in  the  areas  where  the  heaviest 
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concentration  of  funds  exists.    We  will  closely  monitor  guaranty  agencies  and  servicers. 
Additionally,  a  system  of  statistical  sampling  will  be  implemented  to  ensure  the  validity  of 
the  sampling. 

Many  of  these  improvements  are  just  now  being  implemented;  thus  we  cannot  yet  fully 
assess  their  impact. 
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Nunn  2:  The  Pell  Grant  program  was  initially  designed  to  assist  financially  needy 

undergraduate  students  in  attaining  an  education.   Over  the  years,  the  program  has 
been  expanded  to  cover  vocational  skills  training,  remedial  education,  English  as  a 
Second  Language,  and  other  types  of  education.    As  the  Assistant  Secretary,  do  you 
consider  the  goals  of  the  Pell  Grant  program  to  be  clear? 

The  purpose  of  the  PelJ  Grant  program  is  clear  —  to  provide  educational  access  to  financially 
needy  students.    Services  and  clientele  nave  expanded  over  the  years  as  the  program  began  to 
meet  the  needs  of  students  for  vocational  training,  remedial  education,  English  as  a  Second 
Language,  and  other  types  of  education.   While  this  expansion  is  not  bad,  it  has  led  to 
diminished  funding  available  for  the  original  purpose  of  the  Pell  Grant  program,  and  may 
beg  the  question  of  priorities.    Perhaps  there  has  not  been  clear  consensus  on  this  expansion 
nor  on  standards  by  which  we  assess  the  program;  however,  we  intend  to  examine  and 
address  these  concerns  during  phase  II  of  the  student  aid  reform.    We,  the  Department  and 
the  Congress,  need  to  work  together  to  achieve  such  a  consensus  and  establish  performance 
standards  for  the  program. 


488 


Nunn  3:  The  StafT  has  initiated  an  inquiry  into  the  policy  of  providing  Pell  Grants 

to  prisoners.   They  have  found  that  incarcerated  individuals  at  Federal  and  State 
prisons  and  local  jails  are  using  Peil  Grants  to  attend  classes.     The  Department  of 
Education,  in  a  letter  to  me,  estimated  conservatively  that  25,000  prisoners  receive  Pell 
Grants  each  year.   Clearly,  educational  opportunities  for  the  incarcerated  are  a  part  of 
efforts  to  rehabilitate  them.   Do  you  have  any  thoughts  as  to  whether  or  not  the  Pell 
Grant  program  is  a  proper  vehicle  for  educating  this  segment  of  our  society?  Do  you 
know  if  anyone  has  studied  the  feasibility  of  alternative  financing,  such  as  contracting 
with  schools  to  offer  instruction  at  our  prisons  and  jails? 

We  believe  that  funding  postsecondary  education  for  incarcerated  individuals  is  essential. 
Reduced  recidivism,  because  educated  former  prisoners  are  more  employable  as  a  result  of 
the  education  they  received  in  prison,  benefits  the  public  by  turning  a  tax  liability  into  a  tax 
paying  citizen.   We  need  to  explore,  however,  whether  the  Pell  Grant  program  is  the  most 
effective  mechanism  to  do  this.    During  phase  n  of  the  student  aid  reform,  we  will  examine 
alternative  mechanisms  for  funding  postsecondary  education  for  all  students,  including 
incarcerated  individuals.    Under  a  Department  contract,  the  National  Research  CouncU 
recently  published  Preparing  for  the  Workplace:    Charting  a  Course  for  Federal 
Postsecondary  Training  Policy,  which  identifies  five  mechanisms  to  consider  for  financing 
postsecondary  education: 

•  issuing  federal  vouchers  that  can  be  redeemed  by  the  institutions  in  return  for 
providing  educational  services  -  the  Pell  Grant  program  fits  into  this  category 
as  it  subsidizes  education  expenses  up  to  the  full  face  value  of  the  grant  awards 
issued; 

•  entering  into  contract  agreements  with  private  suppliers  to  provide  training 
services; 

•  awarding  grants  to  other  levels  of  government  or  to  private  or  nonprofit 
agencies  to  supply  education  services; 

•  providing  training  services  directly  to  the  public  through  government  operated 
institutions;  and 

•  making  education  expenditures  or  the  interest  on  educational  debt  tax 
deductible  for  individuals  or  making  the  income  of  postsecondary  institutions 
tax  exempt. 

As  you  know,  prior  to  the  1992  Amendments  to  the  Higher  Education  Act,  there  were  no 
statutory  provisions  preventing  incarcerated  students  from  receiving  Pell  Grants.    However, 
the  Congress  took  appropriate  steps  in  the  1992  Amendments  to  prevent  potential  abuse  in 
this  area  and,  for  the  first  time,  incarcerated  students'  eligibility  for  Pell  Grants  has  been 
restricted  beginning  with  the  current  (1993-1994)  school  year.    Consequently,  we  have  actual 
program  data  for  this  year  that  indicate  the  extent  to  which  incarcerated  students  are 
participating  in  the  Pell  Grant  program.    As  of  mid-November,  almost  2  million 
postsecondary  students  have  received  Pell  Grants,  totaling  about  $3.5  billion  this  year. 
About  16,500  of  these  recipients  are  incarcerated  students,  whose  grants  total  $23  million. 
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For  inmates  pursuing  postsecondary  education,  funding  from  the  Federal  Pell  Grant  program 
generally  does  not  cover  the  total  cost,  but  is  critical  to  providing  for  the  rehabilitation  of 
these  students.    It  is  the  primary  source  of  funding  for  postsecondary  educational  programs  in 
federal  prisons.    Many  state  correction  systems  contract  with  postsecondary  or  vocational 
institutions  to  provide  education  programs  in  the  prisons.    The  Federal  Pell  Grant  program  is 
essential  to  the  states  being  able  to  provide  this  rehabilitative  activity.    States  currently 
contribute  approximately  $81  million  per  year  to  fiind  postsecondan-  education  for 
incarcerated  students. 

Currently,  the  Federal  Pell  Grant  Program  offers  only  a  portion  of  the  funding  available  to 
educate  incarcerated  individuals.    It  is  important  to  remember  that  many  incarcerated 
individuals  do  not  have  the  basic  educational  essentials,  such  as  reading,  writing,  and 
arithmetic,  to  enter  a  postsecondary  education  environment.    Much  of  the  education  that 
takes  place  in  prisons  is  at  the  primary  and  secondary  level  and  is  funded  by  state  and  local 
agencies. 
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Nuan  4:  A  few  weeks  ago,  the  Department  determined  that  thousands  of  students 

had  received  Pell  Grants  for  more  than  10  years.   Some  of  them  presumably  did  so 
during  the  period  1986-1992,  when  there  was  a  limit  on  the  number  of  years  a  person 
could  receive  Pell  Grants.   Who  was  supposed  to  monitor  this?   The  Central  Systems 
contractor  or  the  school? 

The  1986  Amendments  to  the  Higher  Education  Act  (P.L.  99-498,  enacted  October  17, 
1986),  for  the  second  time  in  the  program's  history,  established  a  limit  on  the  number  of 
years  that  a  student  could  receive  Pell  Grant  awards.    Part  A,  Subpart  1,  Section  411(c) 
"Period  of  Eligibility  for  Grants"  stated  that  a  student  was  eligible  to  receive  Pell  Grant 
awards  for  "the  full-time  equivalent  of  five  academic  years  in  the  case  of  an  undergraduate 
degree  or  certificate  program  normally  requiring  four  years  or  less;  six  academic  years  in  the 
case  of  an  undergraduate  degree  or  certificate  program  normally  requiring  more  than  four 
years...  ."   However,  Section  401(b)(3)  of  the  1986  Amendments  made  Section  411(c) 
apphcable  "only  to  individuals  who  received  a  Pell  Grant  for  the  first  time  for  a  period  of 
enrollment  beginning  on  or  after  July  1,  1987."   Each  of  the  students  determined  to  have 
received  Pell  Grants  for  more  than  ten  years,  therefore,  were  permanently  exempt  from  the 
limitation  on  eligibilitj'  imposed  by  the  1986  Amendments,  as  they  were  recipients  prior  to 
the  1987-1988  school  year.    The  1992-1993  school  year  was  the  first  year  after  the  1986 
Amendments  in  which  a  student  could  have  exhausted  his  or  her  eligibility  (by  attending 
school  fuU-time  and  receiving  a  Pell  Grant  for  the  first  time  in  1987-1988  and  in  each 
subsequent  year  through  1991-1992). 

During  the  1992-1993  school  year,  both  the  Central  Processing  System  (CPS)  contractor  and 
the  schools  monitored  applicants'  exhaustion  of  PeU  Grant  eligibility.    The  CPS  used 
automated  edits  and  flagged  the  Student  Aid  Report  (SAR)  of  any  student  who  appeared  to 
have  received  the  legal  limit  of  Pell  Grants.    The  CPS  edits  relied  on  the  weekly 
transmissions  of  Pell  Grant  recipient  data  from  the  Pell  Grant  Recipient  and  Financial 
Management  System  (the  system  of  records  responsible  for  maintaining  recipient 
information).   The  schools  used  the  financial  aid  transcript  information,  or  their  own  records, 
to  supplement  or  override  the  SARs  that  were  flagged  with  comments  generated  by  the  CPS 
automated  edits.    Financial  Aid  Administrators  (FAA)  had  the  authority  to  waive  the  limit  on 
the  number  of  Pell  Grants  a  student  could  receive  in  cases  of  undue  hardship,  including 
specifically  the  death  of  a  relative  or  student  illness/injury  as  well  as  any  other  special 
circumstances  as  determined  by  the  school.    Remedial  or  non-credit  course  work  did  not 
count  towards  the  limit,  up  a  to  maximum  of  one  year. 

In  the  1992-1993  Title  IV  Central  Processing  System: 

•  14,171  applicant  transactions  were  rejected  for  receiving  five  full  years  of 
awards 

•  6,812  of  the  rejected  applicant  transactions  were  overridden  by  fuiancial  aid 
administrators 
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•  there  were  9,506  system-generated  transactions  for  previously  rejected 
applicants,  whose  award  usage  dropped  below  five 

•  there  were  125,288  applicant  transactions  receiving  warnings  for  four  full 
years  of  awards,  but  less  than  five 

The  1992  Amendments  to  the  Higher  Education  Act  (P.L.  102-325,  enacted  July  23,  19^*2) 
eliminated  the  limit  on  the  number  of  years  students  were  eligible  for  Pell  Grant  awards. 

The  first  time  a  limit  was  placed  on  the  length  of  eligibility  was  in  the  1972  Amendments  to 
the  Higher  Education  Act  (P.L.  92-318,  enacted  June  23,  1972).   The  1972  Amendments 
authorized  implementing  the  Basic  Educational  Opportunity  Grant  (now  the  Federal  Pell 
Grant)  program.    One  of  the  program's  initial  provisions  was  limiting  the  length  of  time 
students  could  receive  grants.  The  program  successfully  developed,  implemented,  and 
operated  these  requirements  in  the  1978-1979  through  1980-1981  school  years.    The  1980 
Amendments  to  the  Higher  Education  Act  (P.L.  96-374,  enacted  October  3,  1980  eliminated 
this  limit  on  eligibility  length.    From  1981-1982  through  1991-19ii2,  no  tracking  on  the 
number  of  years  students  received  Pell  Grant  awards  was  required. 

We  now  have  reports  on  the  number  of  students  who  received  Pell  Grant  awards  for 
extended  periods  of  time,  as  well  as  the  names  of  those  institutions  that  showed  up  most 
consistently  as  having  students  receiving  Pell  Grant  awards  for  extended  periods  of  time. 
We  are  reviewing  some  of  these  institutions  to  assess  whether  this  circumstance  reflects 
problems  at  these  schools. 
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Nunn  5:  The  Subcommittee  Staff  and  the  Department  have  spoken  with  the  student 

who  appears  to  have  received  a  Pell  Grant  for  more  consecutive  years  than  anyone  else 
in  the  country  -  for  at  lease  17  or  18  years.    Let's  call  her  Mrs.  Smith.    Mrs.  Smith  has 
attended  three  postsecondary  schools,  two-  and  four-year  institutions.    She  has  received 
Pell  Grants,  State  aid,  and  student  loans.    She  told  the  Staff  that  she  has  $22,000  in 
guaranteed  student  loans.    A  review  of  her  transcripts  shows  multiple  failures  and 
withdrawals.   Now,  isn't  it  true  that  an  enrolled  student  does  not  have  to  start  paying 
back  a  student  loan  while  he  or  she  is  enrolled?   Does  that  give  them  an  incentive  to 
Slay  enrolled  in  programs  at  Government  expense,  despite  any  chance  of  academic 
progress?   Could  it  be  that  these  worthy  programs  have,  in  fact,  gotten  someone  into 
more  flnancial  difficulty  than  they  were  in  to  begin  with? 

It  is  true  that  a  borrower  is  eligible  for  a  deferment  on  repayment  of  his/her  loan  if  he/she 
maintains  student  status  ~  that  is,  he/she  remains  enrolled  on  at  least  a  half-time  basis  ~  and 
is  making  satisfactory  academic  progress,  as  defined  by  the  institution.    You  are  correct  that 
it  is  conceivable  that  deferring  repayment  might  provide  borrowers  an  incentive  to  remain 
enrolled  at  institutions.    However,  the  vast  majority  of  borrowers  do  not  find  deferment  an 
incentive  to  remain  in  school  indefmitely,  as  they  are  eager  to  complete  their  programs  of 
study,  find  employment,  and  limit  their  indebtedness. 

It  is  conceivable  that  these  worthy  programs  have  gotten  some  students  into  financial 
difficulty,  in  particular  borrowers  who  do  not  complete  their  programs  of  study  and/ or 
cannot  find  employment  or  means  to  repay  their  loans.    However,  such  borrowers  are  far 
outweighed  by  borrowers  who  are  benefitted  by  the  program,  who  do  complete  their  studies, 
find  employment,  and  are  able  to  repay  their  loans.    To  help  minimize  undue  hardship  and 
indebtedness  for  the  borrower,  the  Higher  Education  Act  of  1965,  as  amended,  limits  the 
total  amount  one  individual  can  borrow  over  time  through  the  guaranteed  student  loan 
programs  and  requires  that  each  borrower  be  counseled  about  his/her  indebtedness.    The 
limit  under  the  Federal  Family  Education  Loan  Program  is  currently  $22,000  for  those 
pursuing  undergraduate  degrees.    In  the  case  of  Mrs.  Smith,  she  reached  this  limit  and 
exhausted  her  eligibility  to  borrow  any  more  federal  guaranteed  student  loans. 

It  is  also  worth  noting  that  one  of  the  most  important  things  we  can  do  to  protect  students  is 
in  the  area  of  gatekeeping.  By  preventing  poor  quality  institutions  from  participating  in  the 
student  aid  programs,  we  protect  student  borrowers  and  their  investments  in  education. 
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Nunn  6:  The  Higher  Education  Act  contains  provisions  for  stopping  the  student 

loan  participation  at  schools  which  have  high  default  rates.    However,  even  when  the 
Department  cuts  them  off  from  the  loan  programs,  yet  we  continue  to  allow  the  schools 
to  participate  in  the  Pell  Grant  program.    What  are  your  thoughts  on  this  policy? 

Under  current  law  [section  435(a)(2)(B)  of  the  HEA],  the  threshold  for  removing  the 
eligibility  of  schools  to  participate  in  the  Federal  Family  Education  Lx)an  (FFEL)  programs  is 
three  consecutive  years  of  cohort  default  rates  of  25  percent  or  greater,  effective  with  the 
release  of  the  fiscal  year  1992  cohort  default  rates  in  July  1994.   The  three  years  that  will  be 
considered  are  1990,  1991,  and  1992.   The  threshold  percentages  have  been  decreasing 
yearly. 

The  Department  also  has  regulations  [34  CFR  668.15(b)(1)]  providing  for  the  "Limitation, 
Suspension  or  Termination"  (LST)  of  schools  from  all  Title  IV  programs,  including  the  Pell 
Grant  program,  based  on  high  default  rates.    The  threshold  for  such  LST  action  is  a  fiscal 
year  1992  cohort  default  rate  over  45  percent,  or  a  rate  over  40  percent  that  was  not  reduced 
by  five  percent  from  the  previous  year's  rate.    That  threshold  rate  has  been  decreasing 
yearly.    Unlike  the  statutory  three-year  threshold  requirement  for  removing  schools  from  the 
loan  programs,  the  threshold  for  LST  is  a  yearly  rate. 

A  school's  only  valid  defense  to  such  an  LST  action  is  a  clear  demonstration  that  the  school 
acted  diligently  to  implement  the  default  reduction  measures  of  34  CFR  Part  668,  Appendix 
D.   The  Department  has  initiated  a  number  of  LST  actions  based  either  in  whole  or  in  part 
on  high  default  rates. 

Thus,  the  Department  already  has  the  authority  to  terminate  schools  from  the  Pell  Grant 
program  based  on  high  default  rates.    However,  unlike  removing  schools  from  the  loan 
programs,  posthaste,  based  on  high  default  rates,  schools  have  full  due  process  rights  before 
an  LST  action  can  be  imposed  for  high  default  rates.    This  makes  such  enforcement  actions 
cumbersome,  lengthy,  labor  intensive,  and  costly.    Sanctions  are  not  imposed  as  quickly  as 
we  would  like  because  we  are  gridlocked  by  the  required  appeals  processes.    In  addition, 
schools  that  can  afford  to  prolong  the  appeal  process  through  lengthy  litigation,  do  just  that. 
In  most  of  these  cases,  larger  sums  of  Title  IV  funding  are  at  stake  and  the  schools,  given 
the  gravity  of  statutory  or  regulatory  violations,  will  dispute  vigorously  their  potential 
limitation,  suspension,  or  termination  from  the  programs. 

From  a  comphance  standpoint,  the  biggest  difference  between  loan  and  grant  programs  is 
that  students  will  complain  about  schools  much  more  vociferously  once  they  learn  they  have 
to  pay  back  their  loans.   This  is  one  reason  why  loan  program  abuses  have  been  easier  to 
detect  in  the  loan  programs.    Students  rarely  complain  about  schools  when  the  abuses  are  in 
the  grant  programs  because  the  students  do  not  perceive  any  economic  losses. 

Schools  have  argued,  and  some  studies  have  shown,  that  high  default  rates  are  caused  by  the 
economic  conditions  of  their  students,  rather  than  by  the  lack  of  adequate  administration  or 
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quality  education.   In  this  vein,  Congress  has  refrained  from  providing  for  terminating 
kistitutions  from  aU  programs  based  on  high  default  rates.    The  exemptions  from  sancUons 
provided  to  historically  black  and  tribal  institutions  demonstrate  Congress;  reluctance  to  use 
high  default  rates  as  the  sole  measure  of  a  school's  administrative  capabUity. 

In  the  long  term,  perhaps  a  more  effective  way  of  addressing  our  concerns  regarding 
institutional  participation  in  the  Pell  Grant  program  is  with  better  performance  stand^ds, 
thus  enabling  us  to  better  assess  quality  at  these  institutions  and  improve  the  chance  for 
success  of  loan  and  grant  recipients. 
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Nunn  7:  Does  anyone  -  the  Department,  the  accreditors,  or  the  States  -  evaluate 

the  amount  of  tuition  charged  for  schools  you  allow  to  participate  in  the  student  aid 
programs?   It  seems  that,  time  and  time  again,  we  find  evidence  that  schools  set  their 
tuition  to  enable  their  students  to  maximize  the  receipt  of  available  student  aid.   How 
widespread  is  this  practice?   Does  it  involve  all  sectors  of  the  higher  education 
community? 

Some  institutional  accrediting  agencies  question  an  institution  about  its  tuition  when  it 
appears  to  be  too  high,  but  most  agencies  lack  specific  standards  regarding  tuitioi  and  fees. 
Similarly,  some  states  examine  the  tuition  and  fees  charged  by  schools  within  their 
jurisdiction.    The  practice  of  evaluating  an  institution's  tuition,  however,  is  not  widespread  at 
present.    This  situation  will  change  now  that  the  1992  Amendments  to  the  Higher  Education 
Act  have  been  enacted.    It  should  be  noted  that  as  a  result  of  the  1992  Amendments, 
institutions  are  now  prohibited  from  participating  in  the  Title  IV  programs  if  more  than  85 
percent  of  their  total  revenue  comes  from  Title  IV  funds.    Also,  the  roles  of  accrediting 
agencies  and  states  have  been  expanded  as  follows. 

Accrediting  agencies.    Under  the  proposed  regulations  implementing  the  1992  Amendments 
governing  accrediting  agencies,  agencies  will  be  required  to  have  standards  that  assess  an 
institution's  program  length,  as  well  as  tuition  and  fees,  in  relation  to  the  subject  matters 
taught  and  the  objectives  of  the  degrees  or  credentials  offered.   These  standards  will  take  into 
account  such  factors  as  program  objectives  and  content,  the  types  and  locations  of 
instructional  delivery,  the  knowledge  and  skills  necessary  for  students  to  reach  competence  in 
the  field  being  taught,  generally  accepted  practices  in  higher  education  and,  for  any  prebac- 
calaureate  vocational  education  program,  consideration  of  the  remuneration  that  can  reason- 
ably be  expected  by  students  who  complete  the  program.    Agencies  will  also  be  required  to 
establish  minimum  and  maximum  program  lengths  for  all  prebaccalaureate  vocational 
education  programs. 

States.    Under  the  State  Postsecondary  Review  Program  established  by  the  1992 
Amendments,  a  Sute  Postsecondary  Review  Entity  (SPRE)  wiU  evaluate  tuition  and  fees 
charged  by  an  institution  triggered  for  review,  using  special  review  standards  developed  by 
the  SPRE  in  consultation  with  the  institutions  in  the  state.    If  the  stated  objective  of  the 
program  is  to  prepare  students  for  employment,  the  SPRE  will  examine  the  relationship  of 
the  tuition  and  fees  charged  to  the  remuneration  that  can  be  reasonably  expected  by  students 
who  complete  the  program.    The  SPRE  will  also  examine  the  relationship  of  the  program 
(including  the  appropriateness  of  its  length)  to  providing  the  student  with  quality  training  and 
useful  employment  in  recognized  occupations  in  the  state. 

At  present,  we  do  not  know  how  widespread  the  practice  is  of  setting  tuition  at  levels  that 
allow  students  to  maximize  the  amount  of  student  aid  they  receive.    However,  one  of  the 
criteria  for  a  SPRE  review  of  an  institution  is  if  two-thirds  or  more  of  its  education  and 
general  expenditures  are  derived  from  Title  IV  funds.    The  Department  will  begin  shortly  to 
collect  information  that  will  allow  it  to  determine  which  institutions  meet  this  review  criteria. 
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This  information  should  provide  a  basis  for  estimating  how  widespread  the  practice  is  of 
setting  tuition  at  maximum  student  aid  levels. 
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Nuna  8:  This  Subcommittee  has,  through  investigations  in  the  1970s,  in  198S>-1991, 

and  now  in  1993,  found  serious  problems  in  the  Department's  management  of  the 
student  aid  programs.    You  and  Secretarj'  Rilej'  are  committed  to  cleaning  up  the 
programs.    What  can  the  Congress  do  to  help  you?   \Miat  tools  do  you  need  to  turn  this 
problem  around? 

We  aporeciate  your  concern  and  interest.    I  can  happily  report  that  we  are  currently 
undertaking  a  number  of  improvements,  including:     identifying  accrediting  agencies  that  are 
failing  to  perform  their  functions  effectively  and  monitoring  their  operation;    developing  a 
new  system  of  identifying  potential  problem  schools  through  using  an  expanded  selection 
criteria  process  that  evaluates  weaknesses  o''  institutions  and  their  program  administration; 
developing  an  automated  reimbursement  payment  system  to  monitor  closely  the  expenditure 
of  funds  at  institutions  that  are  potential  problem  schools;    providing   technical  assistance  to 
institutions,  parents,  students,  and  others;  and  developing  a  training  academy  within  the 
Institutional  Participation  and  Oversight  Service  for  staff  members. 

The  1992  Amendments  to  the  Higher  Education  Act  have  given  us  several  new  tools  that  we 
are  beginning  to  implement.    Additionally,  the  Department  requested  technical  amendments 
to  further  strengthen  our  hand.   This  package  included  language  to  prohibit  servicing  appeals 
by  institutions  with  high  cohort  default  rates  and  language  to  protect  strengthening  of  the 
financial  responsibility  standards  for  institutions.    The  final  resolution  of  this  package  was 
not  totally  satisfactory  to  the  Department  and   I  am  sure  that  as  implementation  is  carried 
out,  especially  in  gatekeeping,  we  will  discover  other  aieas  in  which  we  might  need  your 
help.   We  appreciate  your  willingness  to  help  and  we  will  not  hesitate  to  seek  your  assistance 
as  such  needs  become  clear. 


13 


498 


Nunn  9:  The  Department  of  Education  has  the  authority  to  charge  participating 

schook  a  fee  for  certification  and  eUgibiUty  appUcations.   Does  it  do  so? 

The  1992  Amendments  to  the  Higher  Education  Act  granted  the  Department  the  authority  to 
charge  schools  participating  in  the  PeU  Grant  program  an  application  fee  for  certification  and 
ehgibiUty.   We  do  not  currenUy  exercise  this  option;  however,  we  might  explore  it  in  the 
future. 
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Nunn  10:        In  1992,  the  Congress  amended  the  Higher  Education  Act  to  include 
integrity  provisions  in  the  student  aid  programs.   Did  we  go  far  enough?   Are  there 
procedural  problems  you  have  encountered  that  we  need  to  address? 

There  are  some  procedural  problems  with  the  integrity  provisions  of  the  1992  Amendments. 
The  law  requires  that  regulations  for  the  Part  H  integrity  provisions  be  subject  to  negotiated 
rulemaking.    While  negotiated  rulemaking  leads  to  better  rules  in  general,  it  assumes 
consensus  in  a  nonconsensus  environment,  which  breeds  conflict  and  takes  a  long  time. 
Overall,  the  law  strengthened  considerably  the  integrity  triad  functions;  however,  in  several 
cases  the  functions  of  the  accrediting  agencies,  states,  and  other  triad  participants  are 
redundaiu  and  overlapping. 

Further,  there  is  a  procedural  problem  in  the  technical  amendment  governing  accrediting 
agencies.    The  technical  amendments  removed  the  requirement  that  agencies  whose 
accreditation  enables  institutions  to  participate  in  non-HEA  programs  must  have  standards 
assessing  student  achievement.   This  is  inconsistent  with  part  H,  subpart  2  of  the  HEA, 
which  states  that  accrediting  agencies  in  general  must  have  standards  for  measuring  student 
achievement.   While  the  technical  amendment  only  applies  to  accrediting  agencies  that  do  not 
open  a  "gate"  to  federal  student  aid,  it  nevertheless  weakens  the  integrity  provisions  by 
negating  the  importance  of  assessing  student  outcomes  as  a  measure  of  the  reliability  of  an 
accrediting  agency  as  to  the  quality  of  education  or  training  offered  by  institutions  it 
accredits.    It  also  creates  a  double  standard:    assessment  of  student  achievement  is  only 
important  if  you  accredit  for  Title  IV  purposes. 

With  regard  to  the  default  reduction  initiative,  the  Department  has  encountered  major 
obstacles  in  enforcing  the  cohort  default  rate  penalty  because  institutions  have  alleged 
improper  servicing  and  collection  of  loans  as  a  basis  for  contesting  the  accuracy  of  cohort 
default  rate  calculations.   The  recently  passed  technical  amendments  help  to  some  extent  in 
that  they  reverse  the  effect  of  certain  judicial  interpretations.    However,  the  amendments  do 
not  resolve  certain  basic  issues  ~  what  constitutes  "improper"  servicing  and  how  it  is  proven 
-  that  have  resulted  in  court  decisions  restricting  the  Department's  ability  to  sanction  high 
default  schools. 

A  number  of  the  new  provisions  should  help  in  the  compliance-monitoring  effort. 
Particularly  useful  are  the  eligibility  and  certification  changes.    Offices  within  the 
gatekeeping  area  are  working  closely  on  the  new  provisional  certification  process,  and  are 
committed  to  arranging  reviews  at  provisional  schools  before  they  become  permanent 
participants. 

Also,  significant  program  review  deficiencies  will  be  shared  with  accrediting  bodies  and  state 
postsecondary  agencies  to  facilitate  their  broadened  role  in  institutional  review.    Additional 
integrity  provisions  that  should  be  very  useful  are  the  authorities  for  strengthened  financial 
monitoring  and  for  establishing  standards  for  third-party  servicers. 
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Nunn  11:        The  Department  of  Health  and  Human  Services  recently  published  a  list, 
in  the  Federal  Register,  of  doctors  who  had  defaulted  on  their  student  loans.   Many 
newspapers  then  published  the  names  of  the  doctors.   Now,  I  know  there  are  too  many 
defaulters  of  guaranteed  student  loans  to  publish  their  names,    but  have  you  considered 
publishing  a  list  of  schools  which  you  terminate  from  the  program? 

I  do  not  believe  that  this  has  been  considered,  but  I  have  no  objection  to  this  proposal  as 
termination  actions  are  public  matters.    However,  1  doubt  that  publishing  the  names  of 
terminated  schools  would  have  the  same  effect  as  publishing  the  names  of  individuals.   The 
intended  purpose  of  publishing  the  individuals'  names  is  to  embarrass  these  people  and 
pressure  them  into  repaying  their  loans.    In  the  case  of  terminated  schools,  many  of  them  are 
now  closed,  and  thus  publishing  their  names  will  accomplish  nothing,  whether  the  names  are 
published  in  the  Federal  Register  or  elsewhere. 

While  we  do  not  publish  the  names  of  schools  that  have  been  terminated,  we  do  hold  a  press 
conference  and  make  available  the  list  of  institutions  and  their  cohort  default  rates  each  year. 
Schools  can  lose  their  eligibility  to  participate  in  the  Federal  Family  Education  Loans 
program  if  they  have  cohort  default  rates  of  30  percent  or  greater  for  three  consecutive  fiscal 
years. 
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Nunn  12:        The  Subcommittee  Staff  was  told  that  the  Department  is  still  unable  to 
review  and  audit  closed  schools  to  determine  if  a  Federal  liabilit}'  exists  at  the  school. 
In  addition  to  any  Federal  liability,  the  Staff  was  told,  students  are  left  in  a  limbo 
status.   What  is  the  current  status  of  the  Closed  School  Section,  and  what  kind  of 
backlog  does  it  face? 

A  closed  school  is  required  by  regulation  to  have  a  close-out  audit.    If  a  close-ou*.  audit  is  not 
completed  at  the  institution,  the  total  amount  of  all  unaudited  funds  would  be  considered  as 
the  total  liability  submitted  to  Accounts  Receivable  for  this  institution.    The  more  common 
occurrence  is  one  in  which  the  school  owner(s)  close  the  school,  declare  bankruptcy,  and  fail 
to  meet  the  close-out  responsibilities  for  reconciliation  of  Title  IV  funds  disbursed.    Creating 
and  recording  this  liability  serves  as  a  deterrent  and  a  safeguard  against  owners  of  institutions 
that  close  and  then  seek  to  re-open  later  and  participate  in  the  Title  IV  programs.    Any 
institution  seeking  eligibility  and  certification  for  Title  IV  must  satisfy  any  prior  Title  IV  debt 
prior  to  receiving  Title  IV  funding  once  again.  For  those  institutions  that  declare  bankruptcy, 
the  Department  simply  continues  to  carry  the  liability  on  Departmental  financial  records. 

The  Closed  School  Section  was  established  in  the  1992  reorganization  of  the  Office  of 
Postsecondary  Education  to  oversee  the  coordination  of  school  closings,  address  student 
concerns  about  teach-outs,  and  recover  sureties  posted  by  schools  that  close  or  lose 
eligibility.   The  Closed  School  Section  recently  compiled  a  comprehensive  list  of  all  schools 
that  have  closed  since  January  1,  1986  and  developal  a  database  to  maintain  and  allow  access 
to  this  information.    Also,  staff  members  helped  develop  interim  procedures,  in  the  form  of  a 
Dear  Colleague  letter,  to  allow  some  closed  school  discharges  while  the  negotiated 
rulemaking  process  was  underway 

In  fiscal  year  1993,  235  schools  closed.    Of  this  235,  less  than  10  percent  have  not 
completed  their  close-out  audits. 
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Nunn  13:        The  Office  of  Student  Financial  Assistance  Programs  underwent  a 
restructuring  following  our  1990  investigation.    Congress  approved  100  new  positions  for 
the  OfTice.    Do  you  plan  further  restructuring?   How  many  of  the  new  positions  were 
provided  to  the  Field  Offices? 

In  fiscal  year  1992,  the  Office  of  Postsecondaiy  Education  was  allocated  an  additional  100 
positions.    However,  because  the  Department's  appropriation  was  reduced  and  we  had  to 
absorb  the  4.2  percent  pay  raise  provided  to  all  federal  employees,  the  appropriation  was 
insufficient  to  support  all  100  positions.    As  a  result,  the  Office  of  Postsecondary  Education 
proceeded  to  allocate  an  additional  75  positions,  of  which  70  positions  were  allocated  to  the 
Student  Financial  Assistance  Programs.    Of  this  70,  14  positions  were  allocated  to  the 
Institutional  Participation  and  Oversight  Ser^  ice  and  six  positions  were  allocated  to  the  Field 
Operations  Service,  to  strengthen  and  coordinate  the  gatekeeping  and  monitoring  functions. 

Although  the  Student  Financial  Assistance  Programs  received  an  allocation  of  42  additional 
positions  in  fiscal  year  1993,  35  were  reserved  for  the  Federal  Direct  Student  Lx»an  program. 
Of  the  remaining  seven,  four  were  allocated  to  the  Institutional  Participation  and  Oversight 
Service  and  none  were  allocated  to  the  Field  Operations  Service. 

For  fiscal  year  1994,  the  Student  Financial  Assistance  Programs  has  received  an  allocation  of 
100  additional  positions.    Of  this  increase,  12  positions  have  been  allocated  to  the  Field 
Operations  Service  and  17  have  been  allocated  to  the  Institutional  Participation  and  Oversight 
Service.    We  are  moving  as  expeditiously  as  possible  to  fill  these  positions  and  will  keep  you 
apprised  of  our  efforts  in  this  regard. 

With  respect  to  restructuring,  we  have  already  created  a  Direct  Loan  Task  Force  to  oversee 
the  implementation  of  direct  lending  and  we  intend  to  do  some  further  restructuring  of  the 
Office  of  Postsecondary  Education  in  the  near  future.   This  will  include  consoUdating  all 
policy  analysis  functions  in  one  unit,  rather  than  spreading  them  throughout  the  organization. 
We  are  also  examining  the  field  service  to  assess  whether  having  these  staff  organizationally 
separate  from  functional  offices  serves  the  new  "teamwork"  concept  of  management.   To 
enhance  the  focus  on  program  reviews,  we  are  also  looking  at  possible  ways  to  use  the 
current  FTE  more  effectively  and  to  work  more  closely  with  the  states  in  performing  this 
function. 
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Nunn  14:        In  our  1990  investigation,  we  found  that  there  was  no  communication 
between  the  members  of  the  so-called  triad:   the  States,  the  Accrediting  Bodies,  and  the 
Department  of  E^ducation.   Under  the  1992  Amendments  to  the  Higher  Education  Act, 
we  gave  signiflcant  authority  to  the  Department  to  contract  with  the  States  for  even 
greater  oversight  of  schools.   Some  State  Education  Departments  have  told  the  Staff  that 
accrediting  bodies  will  not  share  the  reviews  they  conduct  with  the  Department  or  the 
States.   Is  this  true?   If  so,  how  can  the  triad  work,  if  there  is  a  veil  of  secrecy 
surrounding  the  information  obtained? 

It  is  true  that  some  accrediting  agencies  do  not  share  the  results  of  the  reviews  they  conduct 
with  states  or  the  Department.    While  many  do,  there  is  a  significant  degree  of  variance  in 
what  and  how  much  information  agencies  share  with  states.    Most  agencies  have  policies  on 
confidentiality  that  prevent  them  from  sharing  information  with  states  or  anyone  else  without 
the  approval  of  the  institution.    This  situation  will  change  as  a  result  of  the  1992 
Amendments  to  the  Higher  Education  Act.    In  the  proposed  accreditation  regulations  to 
implement  this  new  authority,  accrediting  agencies  will  be  required  to  share  with  other 
accrediting  agencies,  the  states,  and  the  Department  information  about  the  accreditation 
actions  they  take  with  respect  to  a  school  or  program.    The  prohibition  on  releasing 
information  because  it  violates  an  agency's  policies  on  confidentiality  will  effectively  be 
eliminated  by  the  requirement  in  the  proposed  eligibility  and  certification  regulations  that  any 
institution  that  wants  to  participate  in  Title  IV  programs  must  sign  a  program  participation 
agreement  authorizing  accrediting  agencies,  states,  and  the  Department  to  share  information 
about  the  school. 

Without  doubt,  the  integrity  triad  will  work  best  if  there  is  a  spirit  of  cooperation  among  its 
three  members  that  fosters  communication.   The  Department  will  promote  activities  to 
strengthen  cooperation  and  communication  among  the  members  of  the  triad.    Although  there 
may  be  resistance  to  sharing  information,  the  Department  believes  that  past  barriers  to 
communication  can  and  will  be  reduced.    Additionally,  the  1992  Amendments  provide  special 
opportunities  for  states  and  accrediting  agencies  to  work  together  through  contractual 
agreements  for  the  sharing  of  information. 
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Nunn  15:        I  understand  that  the  Department  of  Education  does  not  even  know  which 
participating  schools  are  not  examined  by  their  respective  State  Education  Departments. 
In  fact,  it  was  not  until  the  Department  provided  a  list  of  participating  schools  to  the 
New  York  Education  Department  that  it  discovered  that  85  of  the  891  schools  were  not 
regulated  by  the  State.   Is  the  law  too  vague  on  this  issue?   Should  the  Congress 
mandate  that  participating  schools  be  regulated  by  their  respective  State  Education 
Departments,  and  not  just  "recognized"  by  the  State? 

The  Department  currenlly  has  information  about  schools  that  are  licensed  by  state  agencies. 
However,  it  is  not  always  clear  which  institutions  are  exempt  from  licensure  by  a  state.    For 
example.New  York  does  not  license  schools  that  offer  only  religious  degrees.    Also,  there  is 
tremendous  variety  in  the  requirements  for  licensure  in  each  state. 

At  this  time,  we  do  not  believe  that  we  need  further  legislation  in  this  regard.    The  State 
Postsecondary  Review  Entities  (SPREs)  will,  for  all  practical  purposes,  require  more 
disciplined  state  reviews  than  licensure  requires. 
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Nunn  16:        Under  this  new  State  oversight  mechanism,  what  plans  do  you  have  to 
provide  uniform  training  to  the  States,  so  that  we  have  uniform  application  of  the  law  in 
the  individual  States?   At  the  same  time,  what  plans  do  you  have  to  train  or  retrain 
your  Federal  workforce  in  their  gatekeeping  and  oversight  roles? 

The  Department  is  planning  a  two-part  approach  to  training  states  and  providing  technical 
assistance  to  the  SPREs.    The  Department  will  convene  meetings  involving  clusters  of  states 
and  Department  representatives  to  provide  general  information  and  technical  assistance. 
There  will  also  be  technical  assistance  visits  to  individual  states.    The  training  and  technical 
assistance  efforts  will  focus  on  the  requirements  of  the  statute  and  regulations,  implementing 
the  school  review  process,  and  administering  the  State  Postsecondary  Review  Program  at  the 
state  level.    The  Department  is  currently  providing  technical  assistance  to  states  during  the 
start-up  phase  of  the  program. 

Training  the  accrediting  agencies  will  take  several  forms.    Perhaps  the  most  effective  one 
will  be  the  one-on-one  consultation  provided  by  the  Department  staff  members  assigned  to 
monitor  each  recognized  accrediting  agency.   This  consultation  will  normally  take  place 
during  file  reviews,  reviews  of  the  agency's  decision  meetings,  and  reviews  of  the  agency's 
on-site  reviews  of  institutions  or  programs,  but  the  Department  may  convene  special 
meetings  of  accrediting  agencies  to  provide  general  information  and  technical  assistance. 
Staff  will  also  develop  a  guide  for  applicants  seeking  recognition  and  will  invite  agencies  to 
observe  the  decision-making  meetings  of  the  National  Advisory  Committee  on  Institutional 
Quality  and  Integrity  so  that  they  may  better  understand  the  Department's  policies  and 
practices  with  regard  to  the  evaluation  of  agencies  seeking  recognition.    Department  staff  will 
be  trained  in-house  on  the  new  regulations  implementing  the  1992  Amendments  through 
workshops,  seminars,  and  meetings. 

Institutional  Monitoring  Division  staff  are  working  closely  with  the  Accreditation  and  State 
Liaison  Branch  to  provide  an  orientation  to  the  program  review  process.    In  addition  to 
participating  in  the  periodic  nationwide  (50-states)  conference  calls  arranged  by  the 
Accreditation  and  State  Liaison  Division,  the  staff  is  developing  a  common  factor  listing  that 
wUl  include  state  concerns  (statutory  review  criteria)  to  assist  in  program  review  school 
selection.    Some  joint  reviews  will  be  planned,  with  Department  reviewers  working  on  teams 
with  state  agency  staff.    The  Program  Review  Guide  has  been  made  available,  and  the 
updated  Guide,  when  revisions  are  completed  in  fall  1994,  will  be  provided  to  state 
postsecondary  review  personnel. 

Because  state  authorities  finding  significant  problems  at  schools  may  recommend  Title  IV 
termination  to  the  Department,  we  will  continue  to  work  with  states  to  ensure  that  their 
process  is  both  comprehensive  and  relevant  to  the  Department's  federal  student  aid  concerns. 
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Nunn  17:        What  can  you  tell  the  Subcommittee  about  the  situations  at  Rockland 
Community  College  and  PhilUps  Colleges? 

Rockland  Community  College 

The  Department  recently  settled  the  Rockland  Community  College  case  by  agreeing  that  the 
school  will  repay  to  the  Department  $3  million  at  4  percent  interest  over  eight  years. 

Phillips  Colleges.  Inc. 

Background.    Phillips  Colleges,  Inc.  (PCI)  is  a  corporation  based  in  Gulfport,  Mississippi 
that  operates  a  large  number  of  proprietary  schools  located  throughout  the  country.   The 
Department  has  been  reviewing  the  financial  responsibility  and  administrative  capability  of 
PCI  for  several  years.    PCI  has  been  reviewed  by  both  the  Office  of  Postsecondary 
Education's  Institutional  Monitoring  Division  and  the  Office  of  Inspector  General. 

PCI  began  to  experience  financial  and  administrative  difficulties  following  the  acquisition  of 
two  groups  of  schools  (Katherine  Gibbs  and  Rutledge  Colleges)  in  1989.   The  purchase  of 
these  schools  and  the  adverse  effects  on  these  schools  of  excessive  cohort  default  rates  under 
the  Department's  Student  Loan  Default  Initiative  strained  the  resources  of  PCI  to  the  point 
where  it  has  had  to  close  a  significant  number  of  schools  since  1989. 

In  September  1991,  PCI  was  placed  on  a  system  of  reimbursement  funding  for  all  PeU  Grant 
and  Campus-Based  funds,  due  to  difficulties  with  administering  Title  IV  student  financial 
assistance  funds.   In  the  summer  1992,  the  Department  notified  PCI  that  it  was  terminating 
its  participation  in  the  Title  IV  programs  because  PCI  no  longer  met  the  regulatory  standards 
of  financial  responsibility  as  defined  by  34  CFR  668.13.   This  action  was  subsequently 
withdrawn  when  an  agreement  was  reached  between  the  Department  and  PCI  on  July  24, 
1992  (the  Agreement),    which  allowed  63  individual  PCI  schools  to  remain  in  the  Title  IV 
programs,  notwithstanding  PCI's  failure  to  otherwise  meet  the  standards  of  financial 
responsibility. 

Terms  of  the  Agreement.    The  Agreement  required  PCI  to  post  and  maintain  a  $5  million 
letter  of  credit,  provide  the  Department  with  quarterly  and  fiscal  year-end  financial  reports, 
fund  one-half  of  all  student  loans  through  an  escrow  agent,  and  provide  the  Department  with 
a  summary  of  these  operations  every  two  months.   In  addition  to  requiring  PCI  to  maintain 
the  letter  of  credit  at  the  $5  million  level  at  all  times,  the  Agreement  also  specified  four 
mutually  exclusive  financial  requirements  that  must  be  met  at  various  reporting  periods  in 
order  for  PCI  to  continue  its  participation  in  the  Title  IV  programs.    Failure  to  comply  with 
any  one  of  these  conditions  would  constitute  a  material  breach  of  the  Agreement  which 
would  result  in  the  termination  of  PCI  from  the  Title  IV  programs. 

One  of  the  four  financial  conditions  stated  that  PCI  could  be  terminated  for  failure  to 
maintain  a  curtent  ratio  of  assets  to  liabilities  of  greater  than  one  to  one  at  the  end  of  three 
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consecutive  quarters. 

Recent  Actions  hv  the  Department.    In  late  October  1993,  PCI  failed  to  replenish  a  draw 
upon  the  $5  million  letter  of  credit,  after  a  required  30-day  notice  of  this  material  breach  had 
been  sent  by  the  Department  to  PCI.   This  action  has  been  contested  by  PCI  and  is  currenUy 
in  Federal  District  Court  to  determine  the  Department's  right  to  proceed  to  terminate  PCI  on 
this  basis  alone. 

Simultaneous  with  the  Letter  of  Credit  litigation,  the  Department  reviewed  the  financial 
statements  of  PCI  and  determined  that  PCI  failed  to  meet  the  current  ratio  requirement  on 
each  of  three  consecutive  calendar  quarters,  beginning  with  the  fourth  quarter  of  1992. 
Based  upon  PCI  failing  to  meet  this  requirement,  the  Department  is  considering  the 
appropriate  action  it  should  take. 

The  Department  has  filed  another  action  resulting  from  PCI's  violation  of  the  July  1992 
agreement  (failure  to  replenish  the  agreed  upon  letter  of  credit  made  out  to  the  Secretary). 
As  provided  in  the  agreement,  the  Office  of  the  General  Counsel  has  presented  a  brief  to  the 
designated  hearing  official,  the  Department's  Chief  Financial  Officer  Donald  Wurtz, 
supporting  the  Department's  position  that  PCI  has  violated  the  terms  of  the  agreement. 
Termination  of  all  PCI  institutions  from  the  Tide  IV  programs  is  requested.    A  decision  is 
pending. 

In  addition: 

1)  Phillips  attorneys  are  appealing  key  audit  and  program  review  findings  through  the  Office 
of  Hearings  and  Appeals.    The  outcome  is  pending. 

2)  The  Department  continues  to  make  direct  refunds  on  behalf  of  students  to  student  loan 
note  holders,  using  funds  drawn  by  the  Department  from  the  PCI  letter  of  credit. 
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Nunn  18:        Some  Departmental  employees  complained  about  an  apparent  revolving 
door,  in  that  nimierous  Education  employees  have  left  the  Department  to  go  to  work  for 
schools  which  are  under  scrutiny  by  the  Department.   Do  you  know  about  this?   Are 
there  cases  in  which  this  has  presented  a  problem  for  the  Department? 

The  Department  is  aware  that  over  the  years  a  number  of  Office  of  Postsecondary  Education 
employees  have  left  the  Department  to  work  for  postsecondary  institutions.    Conversely,  the 
Department  has  hired  many  employees  from  postsecondary  institutions.    In  most  cases,  this 
has  been  viewed  as  a  positive  exchange  of  expertise  between  the  federal  government  and 
those  responsible  for  administering  our  programs  at  the  institutional  level. 

While  questions  regarding  the  activities  of  some  former  Department  employees  have  been 
raised,  we  are  not  aware  of  any  findings  that  these  employees  have  violated  federal 
regulations  governing  post  employment  activities. 
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Nunn  19:        TTie  Staff  testified  that  schools,  once  they  are  participating  in  the  Federal 
student  aid  programs,  may  create  new  educational  programs,  and  that  students  enroUed 
in  these  new  programs  receive  Federal  aid.   When  your  Office  last  reviewed  the 
certification  and  eligibility  functions  at  the  Department,  what  did  they  find  out  about 
the  Department's  review  of  the  new  programs  offered  at  the  schools? 

The  response  to  this  question  wiU  be  provided  by  the  Office  of  the  Inspector  General  along 
with  responses  to  the  follow-up  questions  submitted  to  Inspector  General  James  B.  Thomas, 
Jr. 
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Nunn  20:        As  I  mentioned,  the  Department  advised  the  Subcommittee  that  thousands 
of  students  received  Pell  Grants  for  more  than  ten  years.   In  light  of  the  direct  loan 
program,  wherein  we  will  be  loaning  Government  money,  should  we  establish  a  limit  on 
the  number  of  student  loans  that  the  Government  will  guarantee  to  individual  students? 

We  do  not  believe  that  it  is  necessary  to  set  a  limit  on  the  number  of  student  loans  that  the 
Government  will  guarantee  to  individuals  because  we  have  already  established  limits  on  the 
total  amount  students  can  borrow  under  the  guaranteed  student  loan  programs.    Limiting  the 
amount  that  can  be  borrowed  seems  more  effective  in  addressing  such  concerns  than  limiting 
the  number  of  loans.    Under  the  Federal  Family  Education  Loans  program,  a  student 
pursuing  an  undergraduate  degree  can  borrow  only  up  to  $22,000. 

The  issue  of  appropriate  limits  and  maximums  is  one  that  we  will  address  during  the  next 
phase  of  our  student  aid  reform.    We  will  initiate  a  broad  review  to  see  how  our  student  aid 
programs  can  be  restructured  to  increase  their  efficiency  and  effectiveness. 
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Nunn  21:        The  Subcommittee  Staff  testified  that  the  Higher  E^ducation  Act  and  its 
implementing  regulations  are  needlessly  complex.   They  suggest  the  Act  and  regulations 
be  redrawn  to  make  them  clearer  and  less  ambiguous  so  that  parents,  students,  schools, 
lenders,  accreditors,  guaranty  agencies,  and  the  many  other  elements  involved  could 
better  understand  and  participate  in  the  student  aid  programs.   Do  you  share  the  StafTs 
opinion? 

Yes,  we  certainly  agree  that  they  are  complex.   While  some  degree  of  complexity  is  inherent 
in  any  process  that  annually  delivers  13  million  grant,  work-study,  and  loan  awards  to  seven 
million  postsecondary  students  via  a  network  of  7,000  postsecondary  institutions,  8,000 
lenders,  and  numerous  accreditors,  guarantors,  secondary  markets,  loan  servicers,  and  state 
agencies,  it  is  incumbent  on  us  to  do  all  that  we  can  to  simplify  the  process  for  program 
participants.    The  1992  Amendments  to  the  Higher  Education  Act  contained  several 
provisions  to  simplify  the  process  for  all  involved. 

Parents  and  students  have  been  served  by  merging  the  two  previous  student  eligibility 
formulas  into  a  single  measure  of  financial  need  for  all  Title  IV  student  aid  programs.    Also, 
the  new  single  formula  provides  a  "bypass"  application  for  low-income  applicants.   That  is, 
many  parents  and  students  need  only  to  provide  basic  (non-financial)  identification  and 
eligibility  data  when  applying  for  grants  and  loans. 

We  have  made  some  changes  in  the  regulations  procedures  in  the  Office  of  Postsecondary 
Education  to  ensure  that  regulations  are  timely,  as  well  as  easy  to  read  and  understand.    The 
interests  of  the  other  parties  participating  in  the  student  assistance  programs  are  served 
through  the  negotiated  rulemaking  process,  which  is  now  required  by  statute.    Negotiated 
rulemaking  involves  representatives  of  the  postsecondary  education  community,  including 
accrediting  agencies,  colleges,  universities,  and  trade  schools,  as  well  as  those  involved  in 
financing  postsecondary  education  such  as  lenders  and  guarantors,  in  developing  program 
regulations.    We  expect  that  the  participation  of  non-federal  external  groups  in  the 
regulations  development  process  will  further  simplify  program  administration. 

Although  the  1992  Amendments  simplified  the  student  aid  programs  for  some  participants 
and  provided  a  mechanism  for  improved  understanding  of  the  programs  by  other  participants, 
indeed  there  is  more  that  can  be  done.   The  recently-enacted   Student  Loan  Reform  Act  of 
1993  is  a  step  in  this  direction.    Eliminating  the  middlemen  in  the  student  loan  system  in 
favor  of  direct  lending  by  the  federal  government  will  enable  parents,  students,  and  schools 
to  enjoy  the  benefits  of  a  truly  simpler  system. 

Nonetheless,  the  Administration  does  not  intend  to  stop  here.   With  a  direct  student  loan 
program  established,  the  Department  is  now  looking  to  an  overall  reform  of  the  student 
financial  assistance  programs.   This  effort  has  already  begun  inasmuch  as  we  have  had 
formal  discussions  with  representatives  of  the  higher  education  community  on  this  subject. 
We  believe  that  the  objectives  of  program  simplification,  reduced  program  costs,  and 
streamlined  program  administration,  which  we  have  achieved  with  the  implementation  of 
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direct  lending,  can  be  accomplished  in  our  grant,  work-study,  support  services,  and  other 
programs  as  well. 
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Sasser  I:         I  appreciate  the  efTorts  of  the  Department  oT  Education  to  respond  to 
allegations  of  impropriety  in  the  Pell  Grant  program,  and  I  fuUy  support  the 
Department's  efTorts  to  remove  from  the  program  those  institutions  which  do  not  meet 
federal  eligibility  requirements. 

As  you  know,  the  subcommittee  investigation  has  concentrated  on  a  number  of 
institutions  offering  courses  in  Judaic  studies.    I  understand  the  Department  of 
Education  has  already  acted  to  terminate  funding  for  twenty-one  such  schools. 

The  staff  statement  of  the  Permanent  Subcommittee  on  Investigations 
documented  a  number  of  activities  at  three  of  these  schools  which  are  clearly  improper. 
However,  I  have  not  seen  such  detailed  descriptions  of  the  activities  of  the  other  schools 
accused  of  impropriety. 

Some  of  these  schools  claim  that  their  actions  have  been  proper  and  that  they 
have  been  unfairly  associated  with  wrongdoers.   Having  participated  in  the  Pell  Grant 
program  for  a  number  of  years  in  a  manner  they  believed  to  be  appropriate,  they  are 
disturbed  by  what  they  perceive  as  a  sudden  and  groundless  attack.   They  believe  the 
Department  went  to  greater  lengths  to  inform  the  media  of  its  activities  than  to  notify 
the  institutions  involved. 

I  believe  you  agree  with  me  that  the  Department  must  have  good  reason  for 
barring  an  institution  from  receiving  Pell  Grant  funding,  and  the  Department  must  be 
able  to  explain  its  reasoning.    Accordingly,  I  would  appreciate  knowing  if  you  have 
established  procedures  to  determine  an  institution's  eligibility  or  ineligibility  as  well  as 
what  those  procedures  might  be.    I  would  also  appreciate  your  informing  me  of  what 
procedures  the  Department  uses  to  notify  institutions  of  its  findings  and  to  allow 
affected  institutions  to  present  their  views. 

Should  your  efforts  to  improve  controls  lead  to  further  terminations  of 
participating  institutions,  I  believe  your  office  must  be  prepared  to  proceed  in  a  manner 
that  is  consistent  with  the  principles  of  due  process  and  basic  fairness. 

At  the  time  of  the  hearings,  the  Department  had  not  acted  to  terminate  funding  for  21  Judaic 
studies  institutions.    Rather,  the  Department  had  transferred  these  institutions  to  the 
reimbursement  system  of  payment  and  was  in  the  process  of  evaluating  each  school's 
programs  to  determine  whether  initiating  a  termination  action  was  warranted.    Upon 
completing  these  evaluations,  we  notified  all  21  schools,  during  the  week  ending  January  14, 
that  they  are  no  longer  eligible  to  participate  in  the  Title  TV  programs  on  the  grounds  that 
they  provide  only  avocational  training. 

The  Department  has  specific  procedures  for  determining  the  eligibility  and  certification  of 
institutions  to  participate  in  Title  IV  student  financial  assistance  programs,  including  the 
Federal  Pell  Grant  program.     The  institution  and  at  least  one  of  its  programs  must  meet  all 
of  the  requirements  of  one  or  more  of  the  statutory  definitions  of  an  eligible  institution,  as 
defined  by  the  Higher  Education  Act  of  1965,  as  amended,  and  implemented  by  the 
Institutional  Eligibility  Regulations  (34  CFR  600).    The  three  definitions  of  eligible 
institution  are:  institution  of  higher  education  (34  CFR  600.4),  proprietary  institution  of 
higher  education  (34  CFR  600.5),  or  postsecondary  vocational  institution  (34  CFR  6(X).6). 
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These  regulations  state  that  an  institution  must  be  legally  authorized  (licensed)  to  provide  an 
educational  program  beyond  secondary  education  by  the  state  in  which  it  is  physically 
located,  and  it  must  be  accredited  or  pre-accredited  by  a  nationally  recognized  accrediting 
agency.   In  addition  to  meeting  these  eligibility  criteria,  the  institution  must  be  both 
financially  responsible  (34  CFR  668.13)  and  administratively  capable  (34  CFR  668.14  and 
668.15). 

The  institution  must  file  an  Application  for  Eligibility  and  Certification.  If  the  institution  is 
an  initial  applicant  and  does  not  meet  the  eligibility  and  certification  requirements,  it  is  not 
approved  for  participation  in  Title  IV  programs.    The  Department  informs  the  institution  of 
its  decision  by  letter.   The  institution  may  appeal  the  decision  to  a  designated  Department 
official  whose  decision  in  the  case  is  final. 

A  currently  participating  institution  that  loses  its  accreditation  or  state  authority  also  loses  its 
eligibility  to  participate  in  the  student  financial  assistance  programs.    The  Department 
initiates  Emergency  Action  procedures  as  defined  in  34  CFR  600.41  and  34  CFR  668.83  to 
withhold  funds  from  the  institution  and  its  students,  and  to  withdraw  the  authority  of  the 
institution  to  obligate  and  disburse  funds  under  the  student  financial  assistance  programs. 
The  Department  sends  a  formal  Notice  of  Emergency  Action  to  the  institution.    The 
institution  may  request  an  opportunity  to  show  cause  why  the  emergency  action  is 
unwarranted.    If  the  institution  becomes  reaccredited  through  the  same  accrediting  agency 
that  withdrew  its  accreditation,  the  institution  may  reapply  for  a  determination  of  eligibility 
and  certification  for  student  financial  assistance  programs.    Otherwise,  if  the  institution  is 
terminated  from  participation  in  student  financial  assistance  programs  through  an  action  taken 
in  conjunction  with  34  CFR  668  Subpart  G  "Fine,  Limitation,  Suspension  and  Termination 
Proceedings,"  the  institution  may  not  reapply  for  approval  for  a  period  of  two  years  from  the 
date  of  the  termination. 

A  currently  participating  institution  that  is  being  recertified  and  does  not  meet  the  standards 
of  financial  responsibility  and/or  administrative  capability  either  is  provisionally  certified  for 
a  period  not  to  exceed  three  years  or  is  denied  recertification  depending  on  the  nature  and 
extent  of  the  noncompliance.    In  either  case,  the  institution  is  informed  of  the  Department's 
action  by  letter.    If  the  institution  is  denied  recertification,  the  institution's  file  is  referred  to 
the  Department's  Compliance  and  Enforcement  Division  for  an  administrative  process 
involving  procedures  set  forth  in  34  CFR  668  Subpart  G  as  previously  discussed. 

Thus,  as  you  can  see,  there  are  extensive  procedures  established  for  determining  an 
institution's  eligibility  and  also  for  notifying  institutions  of  actions  pending  against  them.   In 
developing  these  procedures,  we  have  tried  to  be  fair  and  consistent  with  the  principles  of 
due  process. 
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McCain  1:      Why  is  the  Department  continuing  to  certify  schools  that  have  not  met 
Financial  accountability  standards?  The  Inspector  General's  testimony  said  that  less 
than  half  of  one  sample  Ot  insufficiently-financed  schools  were  asked  for  sureties,  and 
then  at  an  amount  less  than  the  25  percent  required  by  the  Department's  policies. 

The  Department  is  not  continuing  to  certify  schools  that  have  not  met  fmancial  accountability 
standards;.    Schools  that  apply  for  initial  participation  and  do  not  meet  the  fmancial  standards 
are  routinely  denied  certification.    However,  if  the  school  supplies  additional  information  or 
more  recent  fmancial  information,  a  reconsideration  of  the  decision  occurs.    Upon 
reconsideration,  some  schools  are  then  approved  for  certification  with  the  condition  that  they 
post  surety. 

In  its  sample,  the  Office  of  Inspector  General  designated  ten  schools  that  failed  to  meet  the 
financial  responsibility  tests  as  defined  in  the  regulations.    Of  these  ten,  only  three  were 
asked  for  surety  at  an  amount  less  than  the  25  percent  required  by  Department  policy.   The 
Department  reviewed  the  three  schools  and  found  the  following: 

•  One  school  posted  surety  in  the  amount  of  $125,000  which  is  approximately  24 
percent  of  the  Title  lY  funds  received  at  the  school  for  which  records  are  available. 

•  One  school  posted  surety  of  10  percent  of  it's  annual  student  financial  assistance 
volume  and  entered  into  a  third-party  escrow  agent  agreement.   This  school  meets  the 
Department's  policy  of  reduced  surety  for  those  schools  that  have  entered  into  an 
escrow  agreement. 

•  One  school  that  failed  the  regulatory  tests  of  financial  responsibility  was  recertified. 
Upon  the  advice  of  the  Office  of  the  General  Counsel,  it  is  the  position  of  the 
Department  that  schools  being  recertified  should  be  given  the  opportunity  to  post 
surety.    Direct  denial  of  recertification  without  the  opportunity  to  post  surety  is  used 
only  in  the  most  extreme  cases.  The  surety  the  school  posted  was  consistent  with  the 
guidelines  at  the  time  of  posting. 

The  Department  is  following  its  guidelines  with  regard  to  approval  of  schools  that  do  not 
meet  the  standards  of  financial  responsibility  and  the  posting  of  surety  for  these  schools. 
The  determination  of  financial  responsibility  is  not  an  exact  art.   There  must  be  a 
determination  made  of  the  risks  to  the  Department  and  to  the  taxpayer.    It  is  the  judgment  of 
the  Department  that  in  the  instances  cited  by  the  Office  of  Inspector  General,  sound  judgment 
was  made. 
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McCain  2:      Do  you  beUeve  that  there  should  be  limits  on  the  length  of  time  a  student 
can  receive  a  PeU  Grant,  and  the  total  amount  they  can  receive  under  the  program? 

We  think  that  it  would  be  appropriate  to  establish  a  maximum  limit  on  the  length  of  time  a 
student  can  receive  Pell  Grant  awards  and  we  will  consider  this  further  as  we  plan  the  next 
phase  of  the  student  aid  reform.  Such  Umits  previously  have  been  in  the  law  and  were 
supported  by  the  Department.  If  the  length  of  time  a  student  can  receive  awards  is  Umited 
by  law,  then  a  Umit  on  the  total  amount  would  be  implicit  (yearly  maximum  award  amount 
X   maximum  length  of  time  eUgible). 
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McCaia  3:      Inspector  General  Thomas  stated  that  there  are  no  identiflcation 
requirements  for  students  for  whom  Pell  Grant  money  is  being  drawn  down  by  a 
school?   Would  this  be  a  worthwhile  or  practical  step  to  implement  to  cut  down  on 
fraud? 

The  Higher  Education  Act  requires  the  Department  to  advance  to  participating  institutions  at 
least  85  percent  of  the  amounts  that  schools  need  to  pay  Pell  Grant  awards  to  eligible 
students  during  each  payment  period.  This  advance  is  based  on  the  amount  requested  by  the 
institution  and  the  institution's  use  of  program  funds  in  the  previous  year.    The  recently 
passed  technical  amendments  clarified  that  if  a  school  is  on  reimbursement,  then  it  is  not 
eligible  for  this  advance.   This  authority  pertains  to  the  obligation  of  funds  by  the 
Depanment,  not  the  actual  drawdown  of  cash.    The  Department  has  demonstrated  to  the 
satisfaction  of  the  Office  of  Management  and  Budget  that  this  approach  is  both  cost  and  time 
efficient. 

The  Master  Calendar  in  the  Higher  Education  Act  requires  that  the  initial  Pell  Grant 
authorization  levels  must  be  sent  to  institutions  by  June  1. 

The  Office  of  Inspector  General  does  not  differentiate  between  the  obligation  of  funds  to  an 
institution  and  the  school's  actual  drawdown  of  these  funds.    For  example,  if  the  program 
obligates  $100,000  on  June  1,  1993,  with  an  effective  date  by  law,  of  July  1,  1993,  and  the 
school  draws  the  funds  on  August  20,  1993  to  pay  first  term  students  beginning  classes  on 
August  23,  1993-the  Office  of  Inspector  General  would  consider  that  the  school  had  the  cash 
in  hand  on  July  1  (or  even  June  1).   The  Office  of  Postsecondary  Education's  Student 
Financial  Assistance  Programs  staff  believe  that  this  would  not  be  the  case  as  obligations  do 
not  equal  expenditures. 

With  regard  to  implementing  identification  requirements,  current  on-site  inspection  of  a 
school's  records  under  a  required  audit  or  through  a  program  review  would  indicate  if  a 
school  is  drawing  funds  in  excess  of  its  need. 
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McCain  4:      The  Inspector  General  also  testified  that  schools  having  excess  cash 
reserves  from  Pell  Grant  receipts  appears  to  be  a  national  problem.    What  can  be  done 
to  address  this  issue? 

We  do  not  believe  that  the  excess  cash  issue  is  a  national  problem  in  the  sense  implied.    It 
has  been  reported  that  approximately  38  percent  of  the  audits  and  program  reviews  report 
excess  cash  on  hand  as  a  finding.   While  the  finding  has  applied  to  various  schools  at  various 
times,  it  typically  reflects  a  relatively  minor  compliance  problem.    In  fact,  expenditure 
reports  submitted  by  participating  schools  for  the  third  quarter  for  fiscal  year  1993 
(representing  the  end  of  the  academic  year  for  most  schools)  indicate  that  schools  had  excess 
cash  on  hand  amounting  to  less  than  one  percent  of  the  total  amount  disbursed  during  the 
year. 

The  problem  appears  more  serious  than  it  is  because  of  the  definition  of  what  constitutes 
excess  cash.   The  Department  has  defined  excess  cash  as  the  retention  of  funds  in  excess  of 
the  amount  required  to  make  financial  assistance  payments  during  a  three  day  period 
immediately  following  the  date  that  the  school  receives  the  funds.   There  are  no  cash 
reserves  allowed.    Instead  funds  may  be  drawn  only  to  meet  immediate  need.    If  reserves 
were  permitted,  there  probably  would  be  only  infrequent  audit  findings  of  excess  cash  on 
hand. 

A  finding  of  excess  cash  often  reflects  timing,  forecasting,  and  disbursement  difficulties.    For 
example,  a  school  may  underestimate  the  number  of  students  who  will  not  show  up  for 
classes  or  who  will  drop  out  and  request  more  funds  than  it  can  legally  pay  students  or  credit 
to  their  accounts.    In  nearly  aU  cases,  excess  cash  is  properly  disbursed  or  returned  to  the 
Treasury,  but  beyond  the  three  days  permitted.    Moreover,  in  nearly  all  cases,  there  is  no 
actual  loss  of  program  funds  involved.   The  loss  that  occurs  to  the  government  is  the  result 
of  interest  charges  on  federal  borrowing. 

The  Department  routinely  uses  periodic  expenditure  reports  to  monitor  the  amount  of  federal 
cash  held  by  schools.    When  schools  are  noted  to  have  excess  cash,  their  authority  to  draw 
down  additional  funds  is  suspended  until  prior  expenditures  are  accounted  for.    In  addition, 
the  Department  plans  to  take  the  following  steps  to  ensure  that  it  is  exercising  proper  control 
over  cash  drawdowns: 

•  Both  the  Office  of  Postsecondary  Education  and  the  Office  of  the  Chief 
Financial  Officer  (which  administers  the  Payment  Management  System)  are 
increasing  the  monitoring  of  schools  that  have  had  ongoing  cash  management 
problems; 

•  Reviewing  the  Department's  cash  drawdown  standards  to  evaluate  their 
suitability  to  both  protect  public  funds  and  meet  the  practical  needs  of  schools; 
and 
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Providing  additional  training  for  schools,  particularly  on  The  Blue  Book,  the 
Department's  requirements  for  cash  management,  the  drawdown  and  retention 
of  funds,  accounting,  record  keeping,  and  reporting  by  postsecondary 
institutions  for  federally  funded  student  financial  assistance  programs. 
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McCain  5:      The  Inspector  General  testifled  that  contract  costs  for  Pell  Grant 
processing  have  increased  432  percent  in  the  last  five  years,  although  applications  have 
increased  only  23  percent.   What  is  causing  this  dramatic  rise? 

Incorrect  cost  figures  were  used  for  comparison.    The  fiscal  year  1989  development  costs 
were  $3.4  million.    Development  costs  are  those  related  to  the  building  of  the  Central 
Processing  System  (CPS)  and  Multiple  Data  Entry  systems  ultimately  needed  to  process  the 
forms.    The  fiscal  year  1990  year-to-date  costs  were  $18.9  million,  which  included 
production  costs  (related  to  the  actual  processing  of  the  1990-1991  forms)  plus  development 
costs  for  the  1991-1992  system. 

Fiscal  year  1991  costs  were  $22,889,835.   This  total  included  processing  for  the  1991-1992 
award  cycle  and  development  for  the  1992-1993  cycle. 

Fiscal  year  1992  costs  were  $22,163,974  for  1992-1993  processing.    Under  a  new  contract, 
fiscal  year  1992  costs  attributable  to  developing  the  1993-1994  processing  cycle  were 
$4,982,419.    The  total  fiscal  year  1992  costs  equaled  $27,146,393. 

In  summary:    There  was  a  43  percent  increase  in  production  &  development  costs  from  fiscal 
year  1990  to  fiscal  year  1992. 

fiscal  year  1990  production  &  development  =  $18.9  million 
fiscal  year  1991  production  &  development  =  $22.9  million 
fiscal  year  1992  production  &  development  =  $27.1  million 

There  was  a  47  percent  increase  in  development  costs  from  fiscal  year  1989  to 
fiscal  year  1992. 

fiscal  year  1989  development  costs  =  $3.4  million 
fiscal  year  1992  development  costs  =  $5.0  million 

The  volume  of  applications  processed  increased  about  17  percent  between  the 
academic  years  of  1990-1991  and  1992-1993. 

1990  -  1991  appHcation  volume  =  7,803,279 

1991  -  1992  application  volume  =  8,597,645 

1992  -  1993  appUcation  volume  =  9,113,049 

While  the  increased  volume  of  applications  processed  accounts  for  some  of  the  increase  in 
the  total  cost,  most  of  the  total  cost  increase  results  from  the  addition  of  products  and 
services  related  to  the  restructuring  of  the  CPS  and  MDE  systems  to  meet  requirements  of 
the  1992  Amendments  to  the  Higher  Education  Act. 
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McCain  6:      How  can  you  prevent  the  problem  of  "overawards?"   The  Inspector 
General  states  that  28  percent  of  awards  for  198S-1989  were  erroneous,  at  a  net  loss  of 
$275  million. 

The  Price  Walerhouse  report  used  by  the  Office  of  Inspector  General  is  outdated.    The  report 
identified  significant  sources  of  institutional  and  student  marginal  error.    Student  marginal 
error  was  a  result  of  questions  misunderstood  or  reported  incorrectly  on  the  1988-1989 
Application  for  Federal  Student  Aid.   For  example:    if  a  student  received  a  $2,100  Pell  Grant 
award  but  the  school's  file  lacked  the  correct  piece  of  paper  at  the  time  the  field  reviewers 
checked  it,  the  entire  $2,100  was  considered  an  error.    The  1993-1994  and  1994-1995 
versions  of  the  Free  Application  for  Federal  Student  Aid  (FAFSA)  have  been  radically 
redesigned  and  revised.    Additionally,  the  Price  Waterhouse  report  indicated  that  only  11 
percent  of  the  total  Title  IV  dollars  awarded  in  1988-89  were  in  error,  not  28  percent.    This 
percentage  includes  underawards  as  well  as  overawards. 

The  FAFSA  no  longer  collects  parent's  home  value,  which  was  identified  as  a  major  source 
of  marginal  student  error.    In  addition.  Congress  changed  the  definition  of  an  independent 
student,  which  uses  verifiable  items  (a  student's  age,  veteran  and  marriage  status,  and  so 
forth).    This  should  significantly  reduce  error  in  this  item. 

The  formula  now  takes  into  account  the  family's  total  income  as  it  relates  to  the  amount  of 
earned  income  credit  for  which  they  may  qualify.    If  certain  conditions  are  met,  the  system 
grants  the  family  an  automatic  expected  family  contribution  (EFC)  and  does  not  perform  a 
calculation  based  on  other  error-prone  data  elements  (such  as  household  size,  untaxed 
income,  and  asset  information).   This  change  also  should  reduce  calculation  error. 

The  FAFSA  has  also  been  improved.    It  has  been  re-designed  and  it  now  collects  application 
data  that  is  easier  to  verify.    For  example,  income  exclusions  have  a  specific  place  on  the 
form  and  are  deducted  automatically  by  the  systematic  EFC  computation.  This  alleviates  the 
problem  applicants  had  in  deducting  Title  IV  aid  received  from  their  adjusted  gross  income, 
which  contributed  to  error  found  in  the  study. 
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McCain  7:      Please  elaborate  on  your  testimony  regarding  schools  using  lawsuits  to 
escape  the  consequence  of  high  default  rates.    What  response  have  you  gotten  to  your 
legislative  remedy?   What  would  it  save  taxpayers? 

Sections  428(a)(2)  and  435(a)(2)  of  the  Higher  Education  Act  of  1965,  as  amended,  provide 
that  schools  with  cohort  default  rates  above  certain  threshold  levels  will  be  excluded  from 
participating  in  some  or  all  of  the  Federal  Family  Education  Loan  (FFEL)  programs. 
However,  some  courts  have  interpreted  the  definition  of  "cohort  default  rate"  in  section 
435(m)  of  the  Higher  Education  Act  to  allow  schools  to  challenge  their  cohort  default  rates 
based  on  allegations  that  the  loans  included  in  the  calculation  of  thei:  rates  were  not  serviced 
in  accordance  with  the  Department  of  Education's  due  diligence  requirements.    These  courts 
also  required  that  the  schools  be  allowed  an  opportunity  to  review  and  comment  on  the  loan 
servicing  records  maintained  by  guaranty  agencies  as  part  of  such  an  appeal.    Other  courts 
have  held  that  the  Department  is  required  by  the  Higher  Education  Act  to  ensure  that  all  the 
loans  included  in  calculating  the  cohort  default  rates  were  properly  serviced  prior  to 
announcing  school  default  rates.    There  are  16  pending  lawsuits  challenging  various  aspects 
of  the  default  initiative.   In  eight  of  these  cases,  the  Department  has  been  enjoined  from 
releasing  cohort  default  rates  for  particular  institutions.    These  injunctions  have  allowed 
approximately  30  institutions  to  avoid  the  Congressionally  mandated  impact  of  their  excessive 
cohort  default  rates. 

To  avoid  the  effect  of  these  court  decisions,  the  Department  submitted  a  legislative  proposal 
to  the  Congress  this  fall.   This  amendment  would  have  eliminated  allegations  of  improper 
loan  servicing  as  a  basis  for  challenging  cohort  default  rates.    The  Department's  experience 
with  the  default  rate  initiative  to  date  has  shown  that  very  few  of  the  schools'  allegations  are 
valid  and  that  default  rates  change  very  little  when  servicing  allegations  are  considered.    In 
contrast,  however,  considering  loan  servicing  violations  on  a  loan  by  loan  and  document  by 
document  basis  requires  significant  time  and  resources.    The  Department  has  estimated  that 
considering  pending  appeals  based  on  loan  servicing  will  take  a  minimum  of  7,968  work 
days.   The  Department's  fiscal  analysis  concluded  that  enactment  of  this  amendment  would 
save  $46  million  in  fiscal  year  1994  and  $262  million  in  fiscal  years  1994  -  1998. 
Eliminating  high  default  schools  from  the  FFEL  programs  based  on  default  rates  for  fiscal 
years  1989,  1990,  and  1991  has  been  estimated  to  have  saved  the  federal  government  over 
$373  million  in  defaulted  loan  principal  alone  (not  including  interest  subsidies  and  other 
costs). 

The  Senate  passed  the  Department's  legislative  proposal  as  part  of  S.  1507,  the  "Higher 
Education  Technical  Amendments  of  1993."   However,  the  final  version  of  that  bill,  as 
agreed  to  by  the  conference  committee  and  passed  through  both  Houses,  did  not  include  the 
Department's  proposal.    Instead,  the  final  bill  amends  section  435(m)  to  provide  schools  with 
an  opportunity  to  review  servicing  records  and  challenge  the  servicing  of  loans  included  in 
their  cohort  default  rate  calculations  and  further  comphcates  the  process  for  determining 
cohort  default  rate  appeals.    While  this  amendment  may  help  to  resolve  some  of  the  legal 
issues  relating  to  the  calculation  of  cohort  default  rates,  it  does  not  significantly  change 
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certain  basic  legal  and  practical  issues  that  limit  the  Department's  ability  to  eliminate  high 
default  schools  from  the  FFEL  programs.    Thus,  it  is  unlikely  that  the  default  initiative  will 
provide  the  future  cost  savings  anticipatec  by  Congress  or  achieve  the  goal  of  eliminating 
schools  that  abuse  their  students  and  the  FFEL  programs  from  participation  in  those 
programs. 
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McCain  8:  Subcommittee  investigators  criticized  the  inadequate  resources  and  staff  at 
Uie  Department  to  review  schools  receiving  Pell  Grants.  Did  the  Administration  request 
a  substantive  increase  in  oversight  personnel?  How  many  additional  people  do  you  need 
to  better  protect  the  taxpayer's  investment  in  this  program? 

When  considering  and  prioritizing  Office  of  Postsecondary  Education  budget  requests  and 
distribution  of  allocations,  we  have  tried  to  emphasize  the  importance  of  oversight  and 
monitoring.    In  fiscal  year  1992,  the  Office  of  Postsecondary  Education  was  allocated  an 
additional  100  positions.    However,  because  the  Department's  appropriation  was  reduced  and 
we  had  to  absorb  the  4.2  percent  pay  raise  provided  to  all  federal  employees,  the 
appropriation  was  insufficient  to  support  all  100  positions.    As  a  result,  the  Office  of 
Postsecondary  Education  proceeded  to  allocate  an  additional  75  positions,  of  which  70 
positions  were  allocated  to  the  Student  Financial  Assistance  Programs.    Of  this  70,  14 
positions  were  allocated  to  the  Institutional  Participation  and  Oversight  Service  and  six 
positions  were  allocated  to  the  Field  Operations  Service,  to  strengthen  and  coordinate  the 
gatekeeping  and  monitoring  functions. 

Although  the  Student  Financial  Assistance  Programs  received  an  allocation  of  42  additional 
positions  in  fiscal  year  1993,  35  were  reserved  for  the  Federal  Direct  Student  Loan  program. 
Of  the  remaining  seven,  four  were  allocated  to  the  Institutional  Participation  and  Oversight 
Service  and  none  were  allocated  to  the  Field  Operations  Service. 

Equally  as  important  as  the  actual  number  of  FTE,  however,  is  maximizing  the  utilization  of 
the  personnel  we  have.   We  have  to  ensure  that  our  current  staff  members  are  assigned  to  the 
right  jobs  and  that  they  have  adequate  resources  to  carry  out  their  duties. 
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McCain  9:      Wliat  steps  are  taken  against  accreditation  agencies  ttiat  certify  fraudulent 
schools,  or  schools  that  are  rife  with  mismanagement?    How  can  you  ensure  that  they  do 
a  better  job  of  not  accrediting  "Pell  Grant  mills"  or  schools  of  dubious  quality.    When 
will  your  new  regulations  start  showing  results? 

The  Secretar)'  issues  a  "Show  Cause"  notice  against  any  accrediting  agency  that  appears  to  be 
out  of  compliance  with  the  requirements  for  recognition.    If  an  agency  demonstrates  only 
limited  compliance  with  some  or  all  of  the  requirements  for  recognition,  the  Secretary  may 
grant  a  shorter  period  of  recognition  and  monitor  the  agency  very  closely  during  that 
recognition  period. 

The  1992  Amendments  provide  the  Secretary  with  the  authority  to  limit,  suspend,  or 
terminate  the  approval  of  an  accrediting  agency  if  it  is  determined  that  the  agency  fails  to 
effectively  apply  its  standards  or  operate  according  to  the  requirements  for  recognition.    To 
this  end,  the  Department  has  greatly  increased  its  monitoring  of  an  accrediting  agency 
throughout  its  recognition  period,  focusing  on  what  (if  anything)  the  agency  is  doing  with 
respect  to  institutions  whose  compliance  with  their  Title  IV  responsibilities  is  so  poor  that  it 
raises  serious  questions  about  the  quality  of  education  or  training  provided.    This  ongoing 
monitoring  includes  announced  and  unannounced  visits  to  the  agency  and  its  institutions,  as 
well  as  reviews  of  agency  files  on  institutions  that  have  been  determined  to  be  problematic. 
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McCain  10:    You  state  that  163  institutions  were  terminated  from  participation  in  the 
Pell  Grant  program  this  year.   How  many  of  the  6,300  that  are  eligible  do  you  think 
might  be  involved  in  fraud  or  abuse? 

This  is  a  difficult  question  to  answer.    However,  some  indicators  may  be  found  in  our 
analysis  of  program  review  history.    Overall,  only  a  small  percentage  of  total  program 
reviews  conducted  have  uncovered  serious  Title  IV  compliance  problems.    Typically,  of  the 
total  reviews  conducted  in  a  given  year,  about  13  percent  are  Level  3  or  4  (serious 
findings/liabilities).    Many  of  these  problems,  while  serious,  involve  program 
mismanagement,  but  not  necessarily  intentional  fraud  and  abuse.   We  estimate  that  5  percent 
of  the  reviews  expose  fraud  and  abuse,  resulting  in  referral  of  the  school  to  the  Office  of 
Inspector  General.    While  this  is  an  important  problem,  only  a  small  percentage  of  the  total 
population  of  participating  institutions  are  involved  in  fraud  and  abuse.    It  is  important  to 
keep  in  mind  that  this  is  5  percent  of  the  number  of  institutions  targeted  for  review,  not  5 
percent  of  the  total  population  of  participating  institutions. 
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McCain  11:    Would  you  recommend  that  there  be  Umits  on  the  number  of  years  a 
student  can  receive  a  PeU  Grant,  and  the  total  amount  of  funds  they  receive? 

As  indicated  in  my  earUer  response  to  a  similar  question,  we  believe  it  would  be  appropriate 
to  limit  the  length  of  time  a  student  can  receive  Pell  Grant  awards  and  we  mtend  to  explore 
this  further  as  we  plan  the  next  phase  of  the  student  aid  reform.    If  the  length  of  time  a 
student  can  receive  awards  is  limited  by  law,  then  a  Umit  on  the  total  amount  would  be 
implicit  (yearly  maximum  award  amount  x  maximum  length  of  time  eligible). 
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McCain  12:    Tlie  Inspector  General  testified  that  technical  amendments  passed  by  the 
Senate  pertaining  to  federal  Tmancial  aid  will  worsen  the  problem  of  losses  to  the  federal 
government.   Do  you  agree  that  this  legislation  will  cause  further  losses  of  taxpayer 
dollars  due  to  financiaUy-unsound  schools  being  able  to  participate  in  Title  IV 
programs? 

The  1992  Amendments  to  the  Higher  Education  Act  mandated  tougher  financial  responsibility 
standards  for  institutions  that  participate  in  the  Title  IV  programs.    This  legislation  gave  the 
Department  a  powerful  tool  to  help  keep  financially  unsound  schools  from  participating  in  the 
Title  rv  programs. 

The  technical  amendments  have  somewhat  weakened  the  Department's  ability  to  keep 
financially  unsound  schools  from  participating  in  the  TiUe  IV  programs.    However,  the 
Department  still  has  the  authority  within  the  statutory  framework  to  establish  stronger 
standards  than  are  in  the  current  regulations.    The  Department  plans  to  establish  such 
standards,  and  we  will  be  seeking  public  comment  through  the  regulatory  process. 
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McCain  13:    Subcommittee  iDvestigators  did  case  studies  which  found  some  schools  with 
99  percent  of  their  students  receiving  maximum  Pell  Grants.   Does  the  Department 
consider  such  schools  as  fmancially  self-sustaining?   I  would  think  having  every  student 
on  Pell  Grants  would  disqualify  the  school  as  flnancially  unsound.    What  are  your 
views? 

The  fact  that  99  percent  of  an  institution's  students  receive  maximum  Pell  Grants  does  not 
necessarily  indicate  that  the  institution  is  financially  unsound.    It  does  indicate  that  the 
institution  is  serving  an  economically  disadvantaged  population,  which  is  the  exact  intent  of 
the  Pell  Grant  program.    However,  if  an  institution  receives  99  percent  of  its  operating 
income  from  its  Pell  Grant  Program  recipients,  the  Department  would  consider  the  institution 
to  be  fmancially  unsound  because  it  lacks  alternate  sources  of  income  and  is  overdependent 
upon  Title  IV  student  aid  funds. 

Furthermore,  as  a  result  of  the  1992  Amendments  to  the  Higher  Education  Act,  an  institution 
that  receives  more  than  85  percent  of  its  revenues  from  the  Title  IV  programs  will  become 
ineligible  for  participation.   The  Department  is  in  the  process  of  developing  regulations  that 
will  implement  this  part  of  the  statute.    Once  this  regulation  is  issued  as  a  final  rule, 
institutions  such  as  you  describe  in  your  question  would  not  qualify  for  Title  FV  program 
participation  or  funds. 
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UNITED  STATES  DEPARTMENT  OF  EDUCATION 

OmCE  OF  THE  CHIEF  FINANCIAL  OFnCER 

THE  CHIEF  FINANCIAL  OFFICER 

FB  2  4  1994 

RECEIVED  BV 

soea^'.y  CN  iNvesTioATioMS 
David  Buckley 

United  States  Senate  FtD  2  v;  1954 

Permanent  Subcommittee  on  Investigation 

Committee  on  Governmental  Affairs  tt^Kftncft^x. 

100  Russell  Senate  Office  Building 
Washington,  DC    20510 


Dear  Mr. 

As  a  result  of  your  recent  conversation  with  Phoebe  Felk  in  the  Department's  Office  of 
Legislation  and  Congressional  Affairs,  the  following  is  provided  as  further  information 
regarding  the  issue  of  excess  cash  that  was  raised  during  the  subcommittee's  hearing  on 
the  Pell  Grant  Program. 

In  the  Department's  January  27  responses  to  the  subcommittee's  questions,  we  indicated 
that  recent  expenditure  reports  submitted  by  schools  showed  that  schools  had  excess  cash 
on  hand  amounting  to  less  than  one  percent  of  the  total  amount  disbursed  during  the 
year.    In  most  of  these  cases,  the  cost  to  the  government  is  interest  on  federal  borrowing. 

The  Department  routinely  uses  periodic  expenditure  reports  to  monitor  the  amount  of 
federal  cash  held  at  schools.   At  the  end  of  the  third  quarter  of  fiscal  year  1993  schools 
had  approximately  $50  million  in  excess  cash  on  hand.   A  recently  completed  analysis  of 
expenditure  reports  submitted  at  the  end  of  the  fourth  quarter  of  fiscal  year  1993  shows 
approximately  $60  million  in  excess  cash  on  hand  as  of  September  30,  1993. 

The  Department's  Office  of  the  Inspector  General  has  informed  me  that  it  believes  that 
the  range  of  our  estimates  ($50-$60  million)  may  be  understated  since  excess  cash  may  be 
greater  between  quarterly  reporting  periods.  I  have  asked  that  office  to  continue  to 
perform  work  to  identify  an  estimate  of  excess  cash  based  on  1993  audits  and  program 
reviews.    This  work  involves  identifying  the  universe  of  reports  with  an  excess  cash 
finding,  reviewing  a  statistical  sample  of  the  reports,  and  projecting  the  results.   As  soon 
as  the  work  is  completed,  I  would  be  pleased  to  provide  you  with  the  findings. 

Enclosed  is  a  summary  outlining  our  current  policy  with  respect  to  excess  cash.    Part  of 
the  problem  is  the  lack  of  a  clear  definition  of  excess  cash.   We  are  trying  to  address  this 
issue  in  the  current  negotiated  rulemaking  process.   We  also  plan  to  work  with  OMB  and 
Treasury  to  determine  how  an  advanced  electronic  payment  system  might  be  used  to 
address  this  problem  in  the  future. 
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The  subject  of  excess  cash  is  complex  and  has  several  dimensions.   We  would  be  happy  to 
sit  down  with  you  and  go  over  the  various  issues,  including  concerns  related  to  the  timing 
of  disbursements  and  the  impact  of  the  Cash  Management  Improvement  Act.   If  you  would 
like  to  schedule  such  a  meeting  or  if  I  can  provide  any  additional  assistance,  please  give 
me  a  call  on  401-0085. 


Sincere! 


Donald  ll.  Wurtz 


Enclosure 
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Excess  Cash  in  the  Pell  Grant  Program 
Regulations  and  Other  Policies  Aflecting  Ebccess  Cash 

The  Twenty  One  Day  Rule 
Description:    The  earliest  an  institution  may  credit  a  registered  student's  account  is  three 
weeks  before  the  first  day  of  classes  of  a  payment  period. 

Source  Document(s):    Code  of  Federal  Regulations.  (34  CFR,  690.78) 
United  States  Code.  (20  U.S.C.  1070a) 

The  Ten  Day  Rule 
Description:    The  earliest  an  institution  may  directly  pay  a  registered  student  is  ten  days 
before  the  first  day  of  classes  of  a  payment  period. 

Source  Document:      Code  of  Federal  Regulations.  (34  CFR,  Ch.  VI,  690.78) 

The  Three  Day  Rule 
Description:    The  amount  of  Pell  Grant  funds  requested  by  schools  may  not  exceed 
"immediate  need".  Immediate  need"  is  defined  as  "need  for  a  three  day  period" 
for  institutions  using  the  ACH/EFT  method".   For  institutions  using 
FEDWIRE,  it  means  "need  for  one  day". 

Source  Document(s):   The  Blue  Book.  Office  of  Postsecondary  Education  (p.  149) 

Recipients's  Guide,  Accounting  and  Financial  Management  Service, 
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Senate  Hermanent  buDcomtninee 
00  Investigations 

EXWBIT  #  ^'^ 

RDDITIONftL  ODESTIONS  FOR  THE  HERRING  RECORD 

James  B.  Thomas,  Jr. 

Inspector  General 

U.S.  Department  of  Education 

1.  How  many  programs,  other  than  student  financial  aid,  does 
your  Office  provide  audit  and  investigative  assistance  for? 

Answer:   Under  current  appropriations,  the  Department  of 
Education  is  responsible  for  administering  225  programs  in 
addition  to  the  Title  IV  student  financial  aid  programs.   While 
we  do  not  have  audits  or  investigations  under  way'  in  all  of  these 
programs,  we  are  responsible  for  overseeing  all  of  them. 

2.  Do  you  have  adequate  investigative  and  audit  resources  to 
follow  up  on  the  allegations  your  Office  receives?   Members 
of  your  staff  told  the  Subcommittee  staff  that  the  agents  in 
the  field  are  simply  overwhelmed  with  the  number  of 
allegations  which  they  receive.   In  fact,  in  1990,  the  first 
case  study  this  Subcommittee  examined,  American  Career 
Training  —  a  travel  agent  and  secretarial  correspondence 
school  —  has  yet  to  be  adjudicated.  How  bad  is  the  problem 
out  there? 

Answer:   Historically,  ED/GIG  has  not  been  authorized  the  number 
of  full-time  equivalent  (FTE)  positions  that  we  believe  are 
necessary  to  provide  the  appropriate  level  of  audit, 
investigative,  and  inspection  coverage  of  the  Department's 
programs  and  operations.   Also,  our  appropriated  funds  have  not 
been  sufficient  to  support  the  number  of  authorized  positions  and 
associated  costs. 

For  several  years,  our  budget  requests  to  the  Department  have 
identified  the  level  of  resources  needed  to  provide  adequate 
coverage  of  ED  programs  and  operations.   Unfortunately,  the 
budgetary  process  has  resulted  in  insufficient  budgetary  and 
staffing  resources.   For  example,  for  1994,  we  requested  $62.6 
million  to  support  640  FTEs.   For  FY  1994,  the  Department 
submitted  two  budget  requests.   The  first  request,  under  the  Bush 
administration,  was  for  $40  million  to  support  400  FTEs.   The 
second  request,  under  the  Clinton  administration,  was  for  $28,840 
million  to  support  360  FTE.   Congress  approved  a  FY  1994 
appropriation  for  the  requested  amount  ($28,840  million)  to 
support  3  68  FTE. 

Since  we  have  only  73  criminal  investigators  to  work  cases,  we 
focus  our  resources  to  maximize  the  impact  of  our  efforts.   To 
this  end,  we  are  taking  steps  to  reduce  our  investigative  case 
inventory  (currently  about  800  cases)  to  those  having  the 
greatest  potential  for  monetary  loss  and  detrimental  program 
impact.   A  result  of  this  refocusing  will  be  that  we  will  be 
working  the  worst  cases  in  terms  of  complexity,  staff  time 
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required,  and  difficulties  with  prosecution.   In  short,  many  of 
these  will  be  similar  to  the  case  you  have  cited  regarding 
American  Career  Training,  which  is  taking  years  to  resolve  and 
heavy  expenditures  of  our  limited  resources. 

3.  Some  Departmental  employees  complained  about  an  apparent 
revolving  door,  in  that  numerous  Education  employees  have 
left  the  Department  to  go  to  work  for  schools  which  are 
under  scrutiny  by  the  Department.   Do  you  know  about  this? 
Are  there  cases  in  which  this  has  presented  a  problem  for 
the  Department? 

Answer:   Yes,  I  am  well  aware  of  a  number  of  such  cases.   The 
most  recent  is  that  of  the  former  Deputy  Assistant  Secretary  for 
Student  Financial  Assistance  until  July  1992.   In  that  capacity, 
he  negotiated  an  agreement  that  allowed  a  large  proprietary 
school  chain  to  remain  in  the  Title  IV  programs.   Seven  months 
later,  he  accepted  the  post  of  President  and  Chief  Operating 
Officer  for  that  proprietary  school  chain. 

The  problem  this  presents  is  what  I  will  call  "side  switching," 
whereby  a  former  federal  official  switches  sides  and  takes  all 
the  inside  information  he/she  has  gained  while  serving  in  the 
government  and  shares  it  with  his/her  new  employer  for  that 
entity's  use  and  benefit.   This  type  of  activity  potentially 
undermines  the  impartiality  of  Federal  officials  when  they  make 
important  and  costly  decisions  that  will  affect  potential 
employers  in  the  private  sector  and  creates  the  appearance  of 
impropriety.   The  legal  constraints  on  post-employment  activity 
for  federal  employees  are  very  narrow.   Essentially,  all  that  the 
law  prohibits  the  employee  from  doing  is  engaging  in 
"representational  activity"  —  that  is,  making  actual 
communications  to  federal  agencies  with  the  intent  to  influence  - 
-  in  connection  with  particular  matters  in  which  he  or  she  was 
involved  or  which  were  under  his  or  her  official  responsibility 
[18  use  207] . 

4.  The  Staff  testified  that  schools,  once  they  are 
participating  in  the  Federal  student  aid  programs,  may 
create  new  educational  programs,  and  that  students  enrolled 
in  these  new  programs  receive  Federal  aid.   When  your  office 
last  reviewed  the  certification  and  eligibility  functions  at 
the  Department,  what  did  they  find  out  about  the 
Department's  review  of  the  new  programs  offered  at  the 
schools? 

Answer:   During  our  audit  of  the  eligibility  process  issued  in 
1991,  we  found  that  the  regulations  do  not  require  an  eligible 
school  adding  a  new  program  to  apply  to  the  Department  to  have 
the  program  designated  as  eligible.   The  regulations  also  state 
that  the  school  may  determine  on  its  own  that  the  new  program 
meets  the  statutory  and  regulatory  eligibility  requirements.   If 
the  school  incorrectly  determined  that  its  program  met  the 
eligibility  criteria,  the  school  is  liable  for  all  SFA  program 
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funds  disbursed  on  behalf  of  students  enrolled  in  the  programs. 
We  also  found  that  the  Department  was  not  performing  eligibility 
redeterminations  every  four  years  as  required  by  regulation. 
Therefore,  schools  could  add  a  new  program  and  disburse  SFA  funds 
for  the  program,  without  ever  being  reviewed  by  the  Department. 

Under  the  expanded  eligibility  and  certification  procedures  in 
the  HEA  amendments  of  1992  and  the  proposed  implementing 
regulations,  schools  adding  a  new  vocational  program  that  is  not 
similar  to  other  eligible  vocational  programs  offered  by  the 
school,  must  notify  the  Department.   Also,  schools  offering  any 
new  vocational  program  under  600  clock  hours  must  notify  the 
Department.    Schools  may  not  receive  SFA  funds  for  students 
enrolled  in  the  new  program  until  the  Department  determines  the 
program  to  be  eligible. 

Schools  that  add  a  new  vocational  program  that  is  similar  to 
their  other  eligible  vocational  programs,  or  school's  adding  new 
programs  that  lead  to  an  associate,  bachelor's  or  more  advanced 
degree,  will  not  have  to  notify  the  Department.   However,  the 
provision  that  the  school  will  be  liable  for  all  SFA  funds  for  an 
incorrect  eligibility  determination  remains  in  the  regulations. 

The  HEA  amendments  mandate  that  all  schools'  eligibility  will 
expire  within  five  years  from  the  date  of  enactment  (July  23, 
1992) .   Therefore,  the  Department  must  redetermine  each  school's 
eligibility  within  that  time  frame  for  the  schools  to  remain 
eligible  to  participate  in  the  SFA  programs.   The  HEA  now  limits 
eligibility  periods  to  four  years. 

5.    The  subcommittee  Staff  testified  that  the  Higher  Education 
Act  and  its  implementing  regulation  are  needlessly  complex. 
They  suggest  the  Act  and  regulations  be  redrawn  to  make  them 
clearer  and  less  ambiguous  so  that  parents,  students, 
schools,  lenders,  accreditors,  guaranty  agencies,  and  the 
many  other  elements  involved  could  better  understand  and 
participate  in  the  student  aid  programs.   Do  you  share  the 
Staff's  opinion? 

Answer:   The  laws  and  regulations  governing  the  Federal  student 
aid  programs  are  indeed  complex  and  sometimes  ambiguous.   In  some 
cases,  they  are  obstacles  to  the  achievement  of  the  primary  goal 
of  the  programs,  which  is  to  ensure  that  students  have  access  to 
quality  postsecondary  education. 

As  examples,  I  would  cite  the  clock-credit-hour  conversion  issue 
discussed  in  my  testimony.   Another  very  timely  example  is  the 
new  statutory  language  on  financial  responsibility  in  the  1992 
amendments;  recent  "technical"  amendments  have  incorporated 
ambiguous,  confusing  and  unnecessary  provisions  (section  20  (i) 
(9)  of  the  enrolled  bill,  relating  to  the  calculation  of  an 
asset-to-liability  ratio),  which  weaken  the  Department's  ability 
to  limit  program  participation  by  financially  weak  institutions. 
The  default  reduction  initiative  statutory  provision  and  the 
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recent  technical  amendment  relating  to  the  use  of  servicing  data 
is  yet  another  example  of  complexity  which,  in  my  view,  has 
interfered  with  appropriate  and  expeditious  administration  of  the 
loan  programs. 

But,  contrary  to  what  may  be  implied  by  the  question,  the  answer 
is  not  so  simple  as  just  redrafting  the  laws  and  regulations. 
(In  addition,  the  negotiated  rulemaking  requirement  in  the  1992 
HEA  reauthorization  has  substantially  complicated  the  already 
difficult  process  of  promulgating  simple,  clear  and  timely 
regulations.)   Congress  and  the  Department  must  recognize  that 
the  primary  cause  of  the  complexity  problem  is  that  the  HEA  Title 
IV  programs  as  they  are  now  designed  include  a  myriad  of  players 
whose  interests  and  needs  are  in  many  respects  conflicting. 
Congress  and  the  Department  have  attempted  to  accommodate  many 
conflicting  interest  groups  in  these  programs  without  proper 
regard  for  the  primary  program  purpose.   The  result, 
unfortunately,  is  that  loopholes  and  overly  complex  statutory  and 
regulatory  provisions  abound. 

Proprietary  trade  schools,  particularly  those  with  short-term 
programs,  have  been  primary  sources  of  problems  in  the  programs. 
To  a  large  extent,  the  complexity  of  the  laws  and  regulations 
reflect  attempts  to  remedy  problems  and  abuses  in  this  sector 
without  placing  unneeded  and  unduly  burdensome  requirements  on 
other  types  of  institutions  in  the  programs.   The  end  result  is 
often  unsatisfactory  to  everyone.   The  need  for  separate 
regulatory  schemes  for  these  different  types  of  institutions  was 
highlighted  recently  by  an  official  of  the  American  Association 
of  State  Colleges  and  Universities.   He  aptly  noted  that  the 
current  system  of  regulation  is  like  a  doctor  giving  the  same 
treatment  to  a  patient  with  a  headache  as  one  with  cancer. 

"The  guy  with  the  headache  is  overdrugged,  and  the  guy  with 
cancer  is  probably  headed  for  the  morgue.   Until  we  can 
rethink  those  fundamental  distinctions,  the  department  will 
end  up  doing  nothing  but  throwing  its  umpteenth  layer  of 
Band-Aids  on  what  are  rather  open,  oozing  sores." 

While  some  laudable  reforms  have  been  made  in  the  last 
reauthorization  of  the  HEA,  we  must  recognize  that  the  programs 
will  never  be  "fixed"  until  we  recognize  that  "one  size  does  not 
fit  all."   Fundamental  changes  must  be  made  that  reflect  a 
judgment  about  what  Title  IV  programs  should  be  expected  to 
achieve.   The  current  funding  mechanism  may  simply  be 
inappropriate  in  the  context  of  proprietary  trade  schools  — 
where  the  goal,  as  recognized  in  the  definitional  section  of  the 
Higher  Education  Act,  is  to  make  students  gainfully  employed  in 
the  trade  for  which  they  have  trained  at  the  minimum  cost  to  the 
taxpayer.   On  the  other  hand,  the  funding  mechanism  may  be 
perfectly  appropriate  for  traditional,  two-  and  four-year 
academic  programs  --  where  the  goal  is  to  develop  analytical 
skills  and  gain  a  degree  that  enables  one  to  enter  a  number  of 
professions . 
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The  OIG  has  recommended  in  a  Management  Improvement  Report 
mentioned  in  my  testimony  before  this  Committee  that  ED  convene  a 
multi-agency  task  force  including  the  Departments  of  Labor  and 
Veterans'  Affairs  to  determine  the  best  way  to  fund  vocational 
educational  programs,  perhaps  using  outcome  measures.   This  is 
similar  to  one  of  the  recommendations  of  this  Subcommittee  in  its 
1991  report  on  the  Title  IV  loan  programs.   The  Department  is 
formulating  its  plan  to  respond  to  our  recommendation,  and  we 
think  that  such  consideration  of  fundamental  reforms  for  the 
Title  IV  programs  is  essential  before  the  next  reauthorization  of 
the  HEA. 
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QUESTIOBS  FOR  THE  RECORD 

SENATOR  JOHN  McCAIN  FOR 

INSPECTOR  GENERAL  JAMES  B.  THOMAS 

1.  You  state  in  your  testimony  that  student  defaults  on  federal 
loans  have  reached  as  high  as  $3  billion  per  year.   What  is 
the  outlook  over  the  next  3-4  years? 

Answer:   We  are  unable  to  forecast  the  future  volume  of  defaults 
on  federal  loans  because  we  have  not  performed  any  analysis,  and 
we  do  not  believe  the  necessary  data  is  available.   However,  we 
believe  that  our  audit  activities  directed  at  improving  the 
gatekeeping  functions  in  the  Department  will  continue  to  have  a 
measurable  impact  on  defaults  by  keeping  bad  or  weak  schools  from 
participating  in  the  SFA  programs.   The  new  focus  on  student 
outcomes  in  the  HEA  amendments  also  should  have  a  positive  effect 
on  defaults. 

2.  You  note  that  funding  for  Pell  Grants  have  increased  17%  in 
the  last  two  years.   Is  the  Department  of  Education  prepared 
to  effectively  distribute  and  monitor  these  new  funds? 

Answer:   An  increase  in  funds  available  for  Pell  Grants  would  not 
directly  impact  the  Department's  abilities  to  administer  the 
program.   If  program  policies,  procedures  and  support  systems  are 
in  place  to  effectively  administer  this  program  at  a  certain 
dollar  level,  these  systems,  policies  and  procedures  would 
support  program  administration  at  a  higher  level.   However,  I 
strongly  question  whether  it  is  realistic  to  expect  that  the  most 
effective  mangers  could  correct,  at  current  staffing  levels,  the 
problems  I  cited  in  my  testimony  of  October  28,  let  alone  take  on 
such  significant  new  challenges  as  the  initiation  and  rapid 
development  of  the  new  direct  loan  programs. 

As  I  mentioned  in  my  recent  testimony  before  the  Committee,  I 
believe  that  if  the  Department  is  given  the  additional  staffing 
requested  for  this  program,  there  is  a  reasonable  chance  of 
success. 

3.  You  state  that  the  fact  that  the  Pell  Grant  program  has  no 
clear  outcome  performance  measures  makes  it  ripe  for  fraud 
and  abuse.  In  order  to  protect  the  taxpayers'  investment, 
should  performance  standards  be  established  for  schools  or 
students?   Should  there  be  new  strings  attached? 

Answer:   We  strongly  believe  that  meaningful  and  measurable 
performance   standards  are  needed  for  all  the  Title  IV   programs 
and  participants,  to  protect  the  students'  and  taxpayers' 
investment.   We  recently  issued  a  Management  Improvement  Report 
(MIR) ,  in  which  we  recommended  performance  standards  be 
established  for  schools.   Our  MIR  93-03,  issued  in  March  1993, 
recommended  that  the  Department  convene  an  interagency  task  force 
to  develop  a  Title  IV  funding  system  which  considers  the  labor 
market  needs  of  employers  and  the  success  rates  of  vocational 
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training  schools  at  placing  graduates. 

The  Higher  Education  Amendments  of  1992  (HEA)  added  new  outcome 
performance  measure  responsibilities  for  accrediting  agencies. 
The  HEA  also  authorized  a  new  State  Postsecondary  Review  Program 
(SPRP) .   Reviews  conducted  by  these  state  entities  will  also  be 
required  to  focus  on  outcome  performance  measures.   We  recently 
started  a  review  to  assess  the  accrediting  agencies'  plans  to 
implement  their  new  responsibilities.   We  are  also  working  with 
the  Department  to  develop  the  SPRP. 

4.  Would  you  recommend  that  there  be  limits  on  the  total  amount 
of  funding  a  student  can  receive  from  Pell  Grants,  and  on 
the  number  of  years  they  receive  them? 

Answer:   We  have  for  years  recommended  that  there  be  specific 
limits  on  the  assistance  that  students  may  receive  through  the 
Pell  Grant  Program  to  prevent  it  from  being  used  without  any 
regard  for  academic  or  vocational  outcomes.   We  were  therefore 
very  concerned  when  the  Higher  Education  Amendments  of  1992 
eliminated  the  provision  that  limited  awards  to  a  maximum  of  5 
years.   Reinstatement  of  this  provision  would  help  a  great  deal 
in  preventing  program  abuse. 

5.  Your  testimony  states  that  the  $1.2  billion  shortfall  in  the 
Pell  Grant  Program  has  been  partially  caused  by  the  abuse  of 
short-term  proprietary  schools  and  their  use  of  clock  hours. 
Has  this  problem  been  largely  solved  by  new  regulations  in 
this  area? 

Answer:   For  clarification  purposes,  the  abuse  was  caused  by 
proprietary  schools  that  converted  their  short-term  programs 
traditionally  measured  in  clock  hours,  to  a  credit  hour 
measurement.    The  inequitable  conversions  allowed  the  programs 
to  become  eligible  for,  or  qualify  for  increased  Pell  Grant 
funding. 

The  Department   published  final  regulations  on  July  23,  1993, 
which  require  proprietary  schools  to  provide  a  specific  number  of 
clock  hours  for  each  credit  hour  of  instruction.   Together  with 
the  new  statutory  provisions  of  a  minimum  of  15  weeks  for  an 
eligible  program,  we  believe  the  majority  of  the  abuses  should 
eventually  be  eliminated. 

The  new  regulations  became  effective  September  7,  1993,  for  new 
program  conversions.   For  ongoing  programs,  the  effective  date 
was  delayed  until  January  1,  1994,  in  order  to  allow  schools  the 
opportunity  to  assure  their  programs  meet  the  new  regulatory 
requirements.    We  have  just  become  aware  that  the  Department  is 
planning  to  extend  the  effective  date  for  ongoing  programs  to 
July  1,  1994.   For  those  schools  that  had  inequitable 
conversions,  the  Department  will  have  to  require  these  schools  to 
undergo  eligibility  redeterminations  to  assure  the  programs  are 
in  compliance. 
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Considering  the  delayed  effective  date  of  the  regulations  and  the 
Department's  limited  resources  to  perform  eligibility 
determinations,  the  problem  has  not  been  solved  for  past  abusive 
conversions  at  this  time. 

6.  Investigators  of  this  Subcommittee  have  completed  case 
studies  of  schools  that  have  99%  of  their  students  on  Pell 
Grants.   Is  there  a  way  to  readily  identify  and  disqualify 
such  schools,  since  they  obviously  do  not  meet  the 
Department'^  requirement  of  having  sufficient  financial 
resources? 

Answer:   The  1992  reauthorization  of  the  HEA  contains  provisions 
to  both  identify  and  eliminate  proprietary  schools  that  are 
nearly  fully  funded  by  , Pell  and/or  the  other  Title  IV  programs. 
For  a  proprietary  school  to  be  eligible  for  participation  in  the 
Title  IV  programs,  it  must  now  derive  at  least  15%  of  its 
revenues  from  non-Title  IV  sources.   Schools  now  must  provide 
annual  audited  financial  statements,  in  addition  to  the  annual 
Title  IV  program  compliance  audit.   These  audits  will  be  the  way 
to  identify  the  percentage  of  school's  Title  IV  funding. 

For  clarification  purposes,  prior  to  the  HEA  amendments,  a  school 
that  had  99%  of  its  students  on  Pell  Grants  could  still  meet  the 
financial  responsibility  standards.   These  standards  measure  the 
school's  capabilities  to  meet  its  financial  obligations.   Since 
Pell  is  a  source  of  revenue  to  the  school  for  tuition  and  other 
educational  charges,  the  funds  are  available  to  pay  operating 
expenses.   Thus,  Pell  is  a  legitimate  financial  resource. 
Provided  a  school  met  its  financial  obligations,  even  a  100%  Pell 
funded  school  could  continue  participation  in  the  program. 

7.  I'm  interested  in  your  comments  about  the  technical 
amendments  pertaining  to  federal  financial  aid  that  were 
recently  passed  by  the  Senate.   Will  they  allow  weak  schools 
to  remain  as  recipients  of  Pell  Grants,  and  increase  losses 
to  taxpayers?   Did  you  testify  in  support  of  your  views 
before  the  appropriate  Congressional  committees? 

Answer:   The  Senate-passed  amendments  to  which  I  referred  in  my 
October  28  testimony  were  subsequently  modified  in  House-Senate 
Conference  and  passed  as  the  Higher  Education  Act  Technical 
Amendments  of  1993.   This  bill,  S.1507,  is  currently  awaiting 
action  by  the  President. 

I  remain  concerned  over  provisions  that  finally  passed  regarding 
financial  responsibility  standards  for  schools  participating  in 
Federal  student  aid  programs.   In  my  view  these  provisions, 
contained  in  Section  2(i){9)  of  the  enrolled  bill,  are  confusing, 
unnecessary  and  will  weaken  the  Department's  ability  to  limit 
program  participation  by  financially  weak  institutions. 

It  is  my  understanding  that  no  public  hearings  were  held  on  these 
provisions  and  our  views  were  not  solicited  by  the  authorizing 
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committees  prior  to  final  passage  of  the  bill.   However,  we  did 
work  closely  with  the  Department  in  formulating  the  Department's 
positions  on  the  bill  and  provided  our  views  to  the  Senate 
Permanent  Subcommittee  on  Investigations  at  the  Subcommittee's 
request. 

8.  In  your  opinion,  are  there  conflicts  of  interest  between 
accreditation  agencies  and  the  schools  they  certify?   Are 
accreditation  agencies  being  held  accountable  for  improper 
certifications  of  schools  engaged  in  fraud  or  abuse  of 
public  funds? 

Answer:   Although  the  HEA  amendments  have  stipulated  that 
accrediting  commissions  must  be  separate  and  independent  from 
other  organizations  whose  primary  purpose  is  not  the  accrediting 
of  schools  (e.g. .  lobbying  groups) ,  we  believe  conflicts  of 
interest  still  exist  between  some  accrediting  agencies  and  the 
schools  they  accredit. 

The  accrediting  commissions,  assembled  to  determine  the  quality 
of  a  school's  programs,  are  primarily  made  up  of  school 
administrators  and/or  school  owners.   Problems  can  arise  if 
members  of  a  commission  are  reluctant  or  unwilling  to  render  an 
adverse  decision  against  a  colleague's  school.   Fear  of  reprisals 
could  also  prevent  adverse  decisions. 

We  believe  that,  in  the  past,  accrediting  agencies  were  not  being 
held  accountable  for  accrediting  schools  that  abused  the  Title  IV 
funds.   Our  audit  of  the  Department's  accrediting  agency 
recognition  process  issued  in  1991,  found  that  no  accrediting 
agency  had  ever  been  derecognized  by  the  Department.   Reviews 
were  primarily  limited  to  an  analysis  of  the  accrediting 
agencies'  written  procedures. 

The  HEA  amendments  now  stipulate  new  specific  performance 
measures  that  accrediting  agencies  must  consider  in  their 
accrediting  of  schools.   Also,  during  a  recent  follow-up  review, 
we  found  the  Department  has  expanded  the  scope  of  their  reviews 
to  focus  on  the  actual  performance  of  the  accrediting  agencies. 
In  the  future,  the  accrediting  agencies  should  be  held  more 
accountable  for  their  actions,  provided  the  Department  enforces 
sanctions  including,  but  not  limited  to,  derecognition  of 
unreliable  agencies. 

9.  What  are  some  of  the  key  indicators  that  Department 
officials  should  notice  and  take  action  on  regarding 
fraudulent  or  abusive  schools? 

Answer:   As  I  said  in  my  testimony  before  the  Permanent 
Subcommittee  on  October  28,  1993,   the  gatekeeping  function 
performed  by  the  Department  is  one  key  element  of  an  effective 
program  of   fraud  prevention  and  abuse  avoidance  because  it  gives 
ED  the  opportunity  to  screen  out  schools  that  have  a  high 
potential  for  engaging  in  significant  program  fraud  and  abuse 
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before  they  gain  program  eligibility  and  access  to  billions  of 
dollars  in  Federal  student  financial  assistance. 

Among  the  Department's  responsibilities  in  the  gatekeeping  area 
is  the  responsibility  to  ensure  that  schools  seeking 
certification  to  participate  in  ED's  SFA  programs  have  the 
financial  resources  to  provide  the  education  services  offered  and 
the  administrative  capabilities  to  manage  the  SFA  programs.   Our 
experience  has  shown  that  schools  that  are  financially  weak  tend 
to  be  more  likely  to  abruptly  close  without  providing  all 
instructional  services  to  students  and  in  many  instances  owing 
the  students  and/or  Federal  SFA  program  accounts  refunds.   The 
preceding  scenario  could  be  avoided  if  the  Department  is 
permitted  to  adopt,  implement  and  rigorously  enforce  effective 
financial  responsibility  regulations.  [For  additional  comments  on 
this,  please  see  my  testimony]. 

Secondly,  we  have  learned  from  experience  that  a  "red  flag" 
leading  indicator  of  potential  fraud  and/or  abuse  is  the  rapid 
growth  in  a  school's  yearly  Pell  authorization,  high  dropout 
rates,  and  increasing  student  loan  default  rates.   Since  the  Pell 
authorization  and  draw  down  amounts  are  readily  available  in 
existing  ED  management  systems,  the  Department  could  develop 
appropriate  computer  screening  techniques  to  identify  potential 
problem  schools  and  then  conduct  a  more  thorough  review  of  the 
schools.   Since  drop  rates  and  default  rates  are  not  as  easily 
accessed  by  the  Department,  additional  data  systems  work  will 
need  to  be  accomplished  before  these  two  indicators  can  provide  a 
timely  warning  of  potential  problems. 

Finally,  through  our  inspection  process  we  have  learned  that 
there  is  a  wealth  of  information  on  schools  that  have  a  history 
of  Title  IV  participation  contained  in  prior  reviews  conducted  by 
guarantee  agencies,  state  reviewing  authorities,  and  components 
of  the  Department's  Office  of  Postsecondary  Education.   An 
organized  and  thorough  review  of  this  available  information  can 
identify  institutions  that  exhibit  a  pattern  of  program  abuse  and 
at  the  very  least  alert  the  Department  to  schools  which  require 
more  in-depth  review  or  monitoring  and  in  some  instances  those 
reports  may  be  detailed  and  current  enough  to  support 
administrative  action  against  the  school  by  the  Department. 

10.   In  your  view,  is  the  Congress  too  resistant  to  implementing 
the  tough  measures  necessary  to  severely  cut  down  on  losses? 

Answer;   While  the  1992  HEA  Amendments  contained  some  tough 
reform  measures,  I  believe  that  in  some  instances  this  is,  in 
fact,  the  case.   For  example,  in  the  1992  reauthorization,  the 
House  bill  provided  authority  for  the  Department  to  demand 
financial  guarantees  for  Title  IV  liabilities  from  the  owner  or 
controlling  person  in  an  institution  at  the  outset  of  its 
participation.   This  provision  was  meant  to  address  the  problem 
this  Subcommittee  documented  in  its  1991  hearings  of  financially 
weak  institutions  which  in  many  cases  close  abruptly,  leaving  the 
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student  without  the  education  paid  for  with  Federal  funds  and 
with  the  Federal  taxpayer  stuck  with  liabilities  that  cannot  be 
recovered.   While  personal  guarantees  are  a  prudent  and  common 
business  practice,  and  the  Senate  bill  had  no  contrary  provision, 
during  the  conference,  a  provision  was  added  that  effectively 
nullified  them  for  Title  IV  programs.   Section  498(e)(4)  bars  the 
Department  from  protecting  the  Federal  interest  in  this  manner  up 
front.   A  school  has  to  have  four  separate  indications  of  serious 
financial  difficulty  before  a  personal  guarantee  can  be  demanded, 
at  which  point  it  would  be  impractical  because  the  school  would 
in  all  likelihood  be  closed,  in  bankruptcy  and/or  terminated  from 
the  programs  and  the  government  would  have  no  leverage  to  demand 
financial  guarantees. 

Regulation  of  course  length  in  light  of  abuses  by  short-term 
proprietary  trade  schools  has  been  another  area  of  controversy. 
I  explained  in  my  testimony  that  some  such  schools  have  abused 
credit  hours.   Recognizing  this  abuse  and  the  Department's 
failure  to  correct  it,  the  House  bill  reauthorizing  the  HEA  in 
1992  contained  a  provision  that  would  have  limited  the  use  of 
credit  hours,  as  opposed  to  clock  hours,  to  two-year  academic 
programs.   This  would  have  appropriately  recognized  the  inherent 
difference  between  academic,  degree-granting  programs  where  non- 
classroom  preparatory  work  (e.g. .  term  papers,  heavy  reading 
assignments)  justifies  the  use  of  credit  hours  and  short-term 
trade  programs  which  typically  involve  little  or  no  outside 
preparatory  work.   However,  in  conference  this  provision  was  not 
adopted,  and  the  issue  was  thrown  back  to  the  Department  to 
resolve.   As  we  explain  elsewhere  in  these  responses,  the 
effective  date  of  regulations  to  resolve  this  matter  has  now  been 
delayed  until  mid  1994. 
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Senate  Petraanent  Sudcommittee 
00  Investigations 

EXHIBIT  # ^ • 


STANDARDS  IN  THE  INSTITUTIONAL  ODALITY  ASSORAMCE  PROGRAM 

Prior  to  selecting  another  cohort  of  institutions  to  participate 
in  the  Institutional  Quality  Assurance  (IQA)  Program,  the 
Department  is  revising  its  eligibility  criteria  to  strengthen 
performance-based  requirements  for  participation. 

The  Department  selected  the  last  cohort  in  1993.   To  be  selected 
for  participation,  in  addition  to  meeting  the  criteria  related  to 
size/volume,  an  institution  must  "have  submitted  and  had  approved 
by  the  Secretary  its  most  recent  audit  report  in  which  the 
reported  liability  was  less  than  $150,000."  That  criteria  is 
only  the  start  of  fiscal  and  management  standards  and 
accountability  required  of  IQA  Program  participants. 

A  participating  institution  must  develop  and  implement  a  quality 
assurance  system  in  connection  with  its  administration  of  the 
Title  IV  student  aid  programs.   On  an  annual  basis  the 
institution  must  (1)  evaluate  its  current  procedures  for 
administering  the  Title  IV,  HEA  programs  and  implement  actions  or 
practices  to  improve  vulnerable  procedures  ("management 
assessment  activities") ;  (2)  use  a  randomly  selected  student 
sample  to  identify  variances  in  data  items  and  student  aid  awards 
that  result  from  its  current  verification  policies  and  procedures 
("annual  measurement  activities) ;  and  (3)  design  and  implement 
changes  or  corrections  to  its  verification  and  awarding 
procedures  that  will  enable  it  to  eliminate  or  significantly 
reduce  those  variances  ("corrective  action  activities") . 

Institutions  report  on  their  progress  and  findings  to  the 
Department  three  times  a  year  through  an  established  reporting 
mechanism.   When  the  Department  detects  problems  or  an 
institution  is  not  fulfilling  the  terms  of  the  IQA  Participation 
Agreement,  it  is  put  on  notice.   If  problems  cannot  be  resolved 
to  the  satisfaction  of  both  the  Department  and  the  institution, 
the  Department  reserves  the  right  to  remove  an  institution  from 
the  IQA  Progreim. 

To  expand  the  IQA  Program  methodology  for  1995-96,  the  Department 
has  already  identified  additional  areas  of  institutional 
performance  in  which  a  commitment  to  quality  assurance  is  vitally 
important,  and  where  performance  of  an  institution  will  be 
continually  monitored.   Among  these  areas  are  (1)  institutional 
and  program  eligibility;  (2)  selected  general  administrative  and 
fiscal  standards;  (3)  refund  and  repayment  policies  and 
procedures;  and  (4)  management  of  federal  cash. 
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KaoloB  I 

Boston  University 

Harvard  University 

Massachusetts  Institute  of  Technology 

University  of  Connecticut 

Keaion  II 

Binghanton  University 
New  York  University 

State  University  College  at  Brodcport 
State  University  of  New  York  at  Albany 
State  University  of  New  York  at  Stony  Brook 
Bryant  t   Stratton  Business  Institute  Inc. 
Rutgers  -  The  State  University  of  New  Jersey 
State  University  College  at  Buffalo 
State  University  of  New  York  at  Buffalo 
Syracuse  University 

B«gi9a  III 

Art  Institute  of  Pittsbiirgh 

George  Mason  University 

Montgomery  College 

Old  Dominion  University 

University  of  Marylzmd  -  College  Park 

Virginia  Polytechnic  Institute  6  State  Univ. 

Baltimore  City  Community  College 

Georgetown  University 

Norfolk  State  University 

Temple  University 

The  Pennsylvemia  State  University 

Virginia  Commonwealth  University 

KegJen  IV 

Art  Institute  of  Atlanta 

Austin  Peay  State  University 

Georgia  Southern  University 

The  University  of  Alabama 

The  University  of  North  Carolina  at  Wilmington 

Tuskegee  University 

Art  Institute  of  Fort  Lauderdale 

Central  Piedmont  Community  College 

The  University  of  North  Carolina  at  Greensboro 

The  University  of  North  Carolina  at  Charlotte 

The  University  of  Tennessee  -  Knoxville 

University  of  Florida 
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B*aion  V 

Ball  State  University 

Cuyahoga  Community  College 

Indiana  University  -  Bloomington 

Loyola  University  of  Chicago 

Ohio  Auto/Diesel  Technical  Institute 

University  of  Minnesota  -  Duluth 

University  of  Hotre  Dame 

Central  State  University 

Indiana  Univ.  -  Purdue  Univ.  at  Indianapolis 

Kent  State  University 

Moorhead  State  University 

Purdue  University 

University  of  Minnesota  -  Twin  Cities 

University  of  Rio^rande 

a«gion  VI 

Art  Institute  of  Houston 
Texas  ASM  University 
Oklahoma  State  University 
University  of  Texas  -  Austin 

Byqjoa  YII 

Creighton  University 

University  of  Missouri  -  Colximbia 

St.  I«uis  University 

University  of  Nebraska  -  Lincoln 

ypioB  VIII 

Colorado  Institute  of  Art 
Metropolitan  State  College 
University  of  Utah 
Colorado  State  University 
University  of  Colorado  at  Boulder 

tteaion  II 

Arizona  State  University 
Mt.  San  Antonio  College 
Pasadena  City  College 
The  University  of  Arizona 
University  of  California  -  Irvine 
University  of  California  -  Riverside 
University  of  California  -  Santa  Cruz 
University  of  Southern  California 
ITT  Technical  Institute 
Horthem  Arizona  University 
Stanford  University 
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University  of  California  -  Berkeley 
University  of  California  -  Los  Angeles 
University  of  California  -  Santa  Barbara 
University  of  Nevada  -  Las  Vegas 
University  of  the  Pacific 

Keoion  X 

Boise  State  University 

Clark  College 

Idaho  State  University 

Portland  State  University 

University  of  Idaho 

Washington  State  University 

Central  Washington  University 

Olympic  College 

Southern  Oregon  State  College 

University  of  Washington 

Western  Washington  University 
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Senate  Pennineflt  SBbcommittee 
M  lovestigations 

__      ,  .  EXHIBIT #___ii___i22 

1  eSniVCi  goo  Forest  Avenue 

Administrators  of  „.nn   ^«-°°^-^o«7o^ 

T^.  •     T    A  •  J  93U0".'iS   ...'111'  (908)370-1631 

rUlCiriClCii  AlCi  fax   (908)364-762? 


November  22,  1993 


Honorable  Sam  Nunn,  Chairman  -2NA.TE"pEnMANf  ;<',,,,, 

Permanent  Subcommittee  on  Investigations  gudcomw  on  investiga  ■^-' 

SR-lOORussel  Senate  Office  Building  ^^.,  (^       luus 

Washington,  DC  20510  Uto  u  1    > 

Dear  Senator  Nunn,  Mwomv  oWCE 

The  Yeshiva  Administrators  of  Financial  Aid  (YAFA)  is  a  nationally  recognized 
professional  association  of  financial  aid  administrators  of  traditional,  mainstream  Rabbinical 
Schools  founded  in  1982.  Our  organization  has  over  50  members  and  is  the  major  forum  for 
training  and  technical  assistance  to  our  institutions  in  the  area  of  Title  IV  program  administration. 

We  are  writing  to  you  today  to  ask  your  assistance  in  correcting  a  serious  problem  (to  us) 
that  has  resulted  fi-om  the  use  of  misleading  terminology  by  your  committee.  We  would  also  like  to 
offer  some  general  comments  on  the  entire  "Judaic-studies"  situation. 


The  Term  "Yeshiva" 

The  Committee  and  GAO  staff  refer  to  the  schools  under  investigation  as  "Yeshiva  or 
Yeshiva-related" .  Despite  the  Webster's  dictionary  definition,  the  fact  of  the  matter  is  that  the  term 
Yeshiva  has  a  very  narrow  and  specific  meaning  in  common  usage  when  applied  to  Jewish 
institutions  of  higher  education.  This  universal  understanding  of  the  term  Yeshiva,  as  applied  to  a 
higher  education  institution,  is:  a  fuU-time  rigorously  structured  and  supervised  on-campus 
program  of  advanced  Talmudic  and  related  scholarship  under  the  direction  ofleading 
scholars  in  the  field. 

Your  committee's  investigation  focused  on  two  types  cf  Jev.-ish-related  schools,  "immigrant 
culture  programs"  and  "independent  study  programs".  Neither  of  these  types  of  programs  are 
referred  to  within  the  Jewish  community  (or  without  for  that  matter)  as  Yeshivas,  Yeshiva 
programs  or  Yeshiva-related.  Not  by  students,  not  by  faculty,  not  by  the  pubUc  and  not  by  the 
institutions  themselves.  They  are  simply  not  Yeshivas  in  any  understood  meaning  of  the  word. 

This  is  not  just  a  question  of  petty  semantics,  as  the  word  is  not  obscure  but  has  very  real 
meaning  and  implication,  especially  in  the  New  York  City  area.  We  understand  the  difficulty  in 
finding  the  proper  terminology  to  neatly  describe  the  institutions  under  investigation,  but  clearly  the 
word  Yeshiva  is  not  the  proper  term.  The  fact  that  some  of  these  institutions  under  investigation 
may  inaccurately  self-describe  themselves  as  Yeshivas  only  serves  to  heighten  the  damage  done  as 
they  piggyback  on  the  reputation  of  Yeshivas. 

As  an  observer  of  the  recent  hearings,  I  was  very  pleased  to  note  that  Sen.  Cohen  and 
yourself  made  the  distinction  several  times  between  reputable  Yeshivas  and  the  schools  under 
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investigation.  Unfortunately  this  efifort  is  negated  by  the  broad  use  of  the  term  Yeshiva  by  official 
bodies  investigating  "immigrant  culture"  and  "independent  study"  schools.  The  public  and  the  press 
simply  do  not  make  the  fine  distinctions.  For  example,  one  official  has  been  quoted  to  us  as  saying. 
"A  Yeshiva  is  a  Yeshiva  and  a  beard  is  a  beard".  A  prominent  newspaper  headlined  the  scandal  as 
"Yeshivagate".  Unfortunately,  we  do  not  live  in  a  perfect  world  and  the  loose  usage  of  the  word 
Yeshiva  gives  fodder  to  the  rabble-rousers  who  would  use  every  opportunity  to  denigrate  reputable 
Yeshivas,  the  Jewish  religion  and  the  Jewish  community. 


General  Comments 

Our  institutions  are  proud  to  stand  on  our  record  of  educational  accomplishments,  program 
integrity  and  contribution  to  the  national  mosaic.  We  have  a  superb  record  going  back  many  years, 
as  demonstrated  by  the  successfiil  outcomes  of  our  alumni  and  by  countless  reviews  and 
examinations. 

During  the  last  two  years  we  have  communicated  on  numerous  occasions  our  communal 
distress  in  light  of  the  recent  allegations  of  fi^aud  and  abuse  in  some  so-called  "Judaic  studies" 
schools.  We  have  also  condemned  in  the  harshest  terms  the  occurrence  of  any  alleged  fi^aud  and 
abuse.  These  communications  have  been  both  in  writing  and  in  person  to  Department  of  Education 
officials  in  the  New  York  regional  office  as  well  as  in  Washington,  with  the  GAO  and  IG  staflF 
investigating  this  area  and  with  the  press. 

In  a  very  real  sense  we  also  feel  victimized  by  a  small  group  of  individuals  and  organizations 
who  have  allegedly  acted  in  a  grossly  irresponsible  manner.  Among  our  colleagues  and  peers  in  the 
Jewish  conmiunity,  in  the  educational  establishment,  and  with  the  public  at  large  we  have  been  put 
on  the  defensive  and  been  forced  to  answer  for  behavior  which,  if  true,  is  repugnant  to  our 
traditions  and  sensibilities. 

One  of  our  great  scholars.  Rabbi  Moshe  Feinstein  (d.  1986),  who  was  universally 
recognized  as  the  leading  authority  on  Jewish  law  and  practice  in  recent  times,  published  a  widely 
distributed  Responsa  on  the  subject  of  the  very  high  level  of  integrity  required  in  the  administration 
of  taxpayer  funds,  and  specifically  educational  assistance  fijnds.  As  president  of  the  Association  of 
Rabbinical  and  Talmudic  Schools  (AARTS)  —  the  widely  recognized  accreditation  agency  for 
mainstream  rabbinical  schools  —  he  was  particularly  familiar  with  the  issues.  Below  is  a  excerpt 
fi'om  that  Responsa. 


(Excerpted  from  Iggros  Moshe,  Choshen  Mishpat,  VoL  II  Chapter  29 
Free  Translation  from  Hebrew  by  Moshe  Z.  Weisberg) 

Concerning  the  kindness  that  the  American  government  has  shown  to 
the  Jewish  people  by  providing  a  haven  to  our  persecuted  brethren  [after  World 
War  Q]  and  thus  nurturing  the  rebuilding  of  the  great  Torah  institutions  that 
were  destroyed;  and  in  conjunction  with  the  compassionate  mission  of  this  [U.S.] 
government  of  true  kindness  to  provide  educational  assistance  to  its  citizens, 
including  students  of  Yeshrvas;  it  is  certainly  appropriate  to  bestow  blessings  of 
peace  and  prosperity  to  the  nation  and  to  those  who  are  its  leaders. 
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We  are  cautioned  by  the  Divine  Law  from  any  abuse  and  excess  in  the 
administration  of  these  [education]  programs,  despite  the  faa  that  others  may 
look  away  or  bend  the  rules  in  their  behalf.  For  in  addition  to  the  serious 
transgressions  of  thieverj',  lying  and  deception  these  aaions  will  result  in  the 
defamation  of  the  name  of  the  Al-mighty,  His  Law,  the  scholars  who  study  it  and 
their  students.  There  is  absolutely  no  place  for  any  leniency. 

Although  the  leadership  of  our  Yeshivas  are  not,  G-d  forbid,  suspected 
of  such  activity  -  nevertheless  -  I  still  find  it  proper  to  reiterate  these  points  so 
that  our  administrators  can  be  extra  diligent  in  assuring  that  no  improper 
expenditures  are  accrued  to  our  government  in  the  administration  of  federal 
programs. 

As  an  organization,  and  as  individual  institutions,  we  have  strived  to  live  up  to  that  sacred 
charge. 

In  conclusion,  we  again  afl&rm  our  comniitment  to  administer  the  federal  programs  under 
our  auspices  with  honesty,  integrity  and  professionalism.  We  unequivocally  condemn  any  alleged 
fraud  and  abuse  —  wherever  it  may  exist  —  as  a  grave  violation  of  both  our  civic  and  religious 
obligations  At  the  same  time,  we  fee!  that  the  usage  of  the  word  "Yeshiva"  by  the  Committee  and 
the  GAO  in  connection  to  the  programs  currently  under  investigation  may  be  pejorative  and 
misleading  and  is  causing  great  harm  to  innocent,  reputable  Yeshivas.  We  respectively  request  that 
the  usage  of  this  term  be  discontinued  when  referring  to  "immigrant  culture"  and  "independent 
study"  programs. 

Thank  you  for  your  consideration. 


Respectfiilly  Yours, 


Moshe  Zev  Weisberg,  President 
Yeshiva  Administrators  of  Financial  Aid 


Honorable  Senator  Edward  M  Kenned)' 
Honorable  Senator  Claiborne  Pell 
Honorable  Senator  WiUiam  S.  Cohen 
Honorable  Senator  Joseph  1.  Lieberraan 
Honorable  Representative  William  D.  Ford 
Dr.  David  A.  Longanecker 
Mr.  James  B.  Thomas,  Jr. 
Mr.  Richard  C.  Steiner 
Mr.  Robert  McKeiman 
Dr.  Bernard  Fryshman 
YAFA  Membership 
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Hnitd  States  Senate 

COMMITTEE  ON 
GOVERNMENTTAL  AFFAIRS 

WASHINGTON.  DC  20510-6250 


February  5,  1994 


Moshe  Zev  Weinberg 

Yeshiva  Administrators  of  Financial  Aid 

900  Forest  Avenue 

Lakewood,  New  Jersey  08701 

Dear  Mr.  Weinberg: 

The  Subcommittee  is  in  receipt  of  your  letter 
regarding  your  concern  over  the  use  of  the  term  "yeshiva" 
during  the  Subcommittee's  recent  hearings  on  fraud  and 
abuse  in  the  Federal  Pell  Grant  program. 

While  I  appreciate  your  sensitivity  to  the 
misperceptions  which  could  arise  from  the  misuse  of  the 
"yeshiva"  label,  I  believe  that  the  Subcommittee  went  to 
great  lengths  to  prevent  these  types  of  misperceptions. 
In  both  its  written  and  oral  testimony,  the  Subcommittee 
Staff  was  scrupulous  in  its  avoidance  of  the  term 
"yeshiva"  when  referring  to  the  Immigrant  Culture  and 
Judaic  Studies  programs  which  were  the  subject  of  the 
Subcommittee's  investigation. 

When  the  term  was  used  in  testimony  by 
representatives  of  the  General  Accounting  Office  (the 
"GAO"),  I  asked  that  they  define  exactly  what  they  meant 
by  their  reference.  In  response,  they  stated  that  they 
were  using  the  term  only  to  apply  to  the  particular 
institutions  they  had  investigated,  and  that  they  did  so 
because  these  institutions  referred  to  themselves  as 
yeshivas .  Moreover,  the  GAO  pointed  out  that  their  usage 
of  the  term  "yeshiva"  was  based  on  the  Random  House 
Dictionary  definition  of  that  term,  and  that  the  schools 
they  described  fit  that  definition.  Nevertheless,  the 
GAO  emphasized  that  their  usage  was  not  meant  to  apply 
to  any  institution  other  than  those  they  investigated  and 
described  in  their  testimony. 

As  you  yourself  point  out,  both  Senator  Cohen  and 
I  attempted  on  several  occasions  to  distinguish  between 
reputable  yeshivas  and  those  institutions  which  were  the 
sxibject  of  the  Subcommittee's  hearing.  Despite  these 
efforts,  I  understand  your  concern  that  confusion  and 
misperceptions  may  continue.   The  Subcommittee  will  be 
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mindful  of  this  concern  as  it  proceeds  with  its 
investigations  in  this  area.  In  addition,  your  letter 
will  be  added  as  an  exhibit  to  the  official  record  of  the 
Subcommittee's  hearing  on  this  matter. 

I  thank  you  for  bringing  your  concerns  to  the 
attention  of  the  Subcommittee.  I  also  thank  you  for 
expressing  your  organization's  commitment  to  honesty, 
integrity,  and  professionalism  in  the  administration  of 
federal  student  aid  programs,  and  its  condemnation  of  any 
abuse  of  these  programs. 

Sincerely, 


Sam  Nunn,  Chairman 
Permanent  Subcommittee 
on  Investigations 
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